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and banking al- 
ways go together. One can- 
not be carried on without the 

other. They are so interdependent 

that if one is impaired the other is 
ready to disappear. 

Trading and banking with our 
southern neighbor have not been 
given systematic attention and 
study. The reason is clear, Our 
foreign trade experience is not very 
old, and, in the special circum- 
stances which have affected the 
Mexican market for the last ten 
years, few exporters have been 
courageous enough to deal with 
Mexican merchants. We are just 
starting to expand our commerce 
southwards, but in order to avoid 
disappointment and material loss 
our trade must be carried on along 
the most conservative and safe lines 
with a view to making permanent 
connections, no matter how little 
profit may be derived at the — 
ning. 

There i is certain to be one respec- 
table and trustworthy banker or 
banking house in each important 
community in Mexico, and there is 
no reason why banks should not 
work up a competent net of corre- 
spondents throughout Mexico. 

Knowledge of legal requirements 
in regard to shipments and handling 
of documents covering them is also 
essential, as the Mexican law is 


quite flexible, and trouble and loss 
may be the result of ignorance or 
carelessness. 

For the purpose of illustration, 
we will consider briefly a few points 
which constitute the key of the 
Mexican negotiable instruments 
laws. 

Bills of Exchange 


A bill of exchange drawn on Mexico, 
in order to be valid, must be presented 
for acceptance within two months if it 
is drawn within the Republic, within 
three months if drawn in the United 
States or Europe and four months if 
drawn elsewhere. 

The Mexican law does not permit or 
allow delay for payment of bills at sight 
or at a fixed maturity and of checks 
protestable with the exception of items 
falling due on a holiday, which ought to 
be presented for payment the day before 
and can be protested the day after. 

Partial payments on account of a bill 
of exchange may be accepted, provided 
it is protested for the amount unpaid and 
a receipt may be delivered to drawee by 
the collecting bank for the amount paid. 

The Mexican law does not demand that 
the date of check or draft be written in 
words, nor does it call for the expres- 
sion “check” or “draft” in the text. 


Payment of Bills in Foregin 
Currency 


The drawee of a bill issued in foreign 
currency must effect payment of it at 
the rate of exchange prevailing at the 
date of payment, and it is advisable to 
have drafts drawn for foreign currency 
on Mexico cross-marked as_ follows: 
“Payable in local currency at the rate of 
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of Credit. President 


exchange at the date of payment,” avoid- 
ing, thus, possible trouble on the part of 
the presenting bank. 


Acceptance 


Acceptance of a bill can be effected for 
an amount poh Foe than that of its face 
value; provided the item is protested 
for the amount unaccepted. 

In no circumstances may the date of 
maturity on an accepted item be altered. 

An acceptance, to be in order, has to 
bear the signature of the acceptor or 
acceptors, the place where the item is 
accepted and the value, whether for col- 
lection, account, and the like. 

In case of non-acceptance or non-pay- 
ment of a bill, the presenting bank should 
have it protested to safeguard its respon- 
sibility, whether or not specific instruc- 
tions had been given by remitters. 


Protest 


The maximum time allowed to have an 
item protested for non-acceptance or non- 
payment is until sunset of the day after 
that of presentation. 

Banks should have bills protested for 
non-acceptance or non-payment, although 
precise instructions to that effect from 
remitters are lacking, in order to protect 
the interests of the previous indorsers. 
Nevertheless, it is an adopted practice of 
the banks in Mexico not to follow this 
rule, and they do not have items protested 
unless specific instructions are given by 
remitters. 

Stamps 


It is required by law that a ten-cent 
revenue stamp be affixed to all drafts 
drawn on Mexico, whether drawn in 
duplicate or not. Duplicate drafts must 
bear the “talon” (stub) of the stamp 
affixed to the original. 
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Indorsements 


Blank indorsements are permitted by 
law, but there is a clause in the Mexican 
Commercial Code setting forth the rule 
that no judicial proceedings can be started 
on any item unless it bears indorsements 
properly executed; that is to say, in line 
with the following rule: The value must 
be specified, that is to say, whether it is 
“value on account,” “value received,” 
“value for collection,” and the like. It 
must also bear the name of indorser and 
signature. It is therefore advisable for 
banks to have bills sent to Mexico for 
collection properly indorsed in accordance 
with the Mexican law, in order to avoid 
any difficulty which may arise in the in- 
stitution of judicial proceedings when 
necessary. Remitting banks must have 
their bills indorsed “to the order of” the 
collecting bank, in order to enable the 
latter to reindorse the items to some 
other parties if necessary, unless it is 
done in the presence of a notary. 

An indorsement “without recourse” is 
recognized by the law, but the words 
used in Mexican law are: “without re- 
sponsibility.” 


Moratorium and Restrictions 


There is a moratorium in Mexico rul- 
ing liabilities contracted before Novem- 
ber, 1916. 

Payment of bills issued abroad are not 
subject to any special restrictions, with 
the exception of their being subject to the 
Revenue Stamp Act, which requires the 
affixing of a ten-cent revenue stamp on 
all bills or checks drawn abroad. 


Shipping and Terms of Sales 


Sales of goods in Mexico on long- 
payment terms are not frequent, 
ninety days being normal. It is a 
characteristic of the Mexican mer- 
chant to endeavor to settle as soon 
as possible his indebtedness with 
shippers abroad. They prefer and 
always seek credit facilities within 
their own territory. A great por- 
tion of our imports into Mexico 
are financed by Mexican banks and 
payments are made upon arrival of 
merchandise at destination. Sales 
on open account are very seldom 


Street Market, Mexico City 


seen in transactions with American 
firms, although European houses 
rather encourage them. 

Trading in Mexico is keeping 
pace with American methods and it 
is now a very common thing for a 
Mexican importer located at Mex- 
ico City to order merchandise by 
means of commercial letters of 
credit. 

This kind of transaction is rather 
complicated as the majority of our 
shipments to Mexico go overland 
by rail and there are no through 
bills of lading facilities between 
both countries. During the early 
part of the year just ended there 
was a move made by a group of 
bankers and traders in Mexico City 
to initiate certain arrangements with 
American Chambers of Commerce 
calculated to bring about the use 
of through bills of lading in trading 
between United States and Mexico, 
but the plan has not yet material- 
ized. 

There is no doubt that enact- 
ment of laws setting forth the valid- 
ity of this kind of documents would 
prove highly beneficial for the Mex- 
ican bankers and the exporters and 
importers as well. 


Financing Importations 


The procedure followed by the 
banks in Mexico City at present in 
financing importations of merchan- 
dise into Mexico by means of letters 
of credit is as follows: 

The importer makes an applica- 
tion for credit in favor of an Amer- 
ican exporter with his bank, in Mex- 
ico City, by filing an application 
form, similar to the one used in 
this country for the same purpose, 
which as far as the bank is con- 
cerned only serves to outline the 
terms of the credit itself. This form 
is accompanied by a contract, also 


signed by the importer, relieving 
the bank of all responsibility in con- 
nection with the class, quality and 
quantity of the goods to be shipped, 
and so forth. 

In the majority of cases, whether 
the credit is to be available by drafts 
at sight or time drafts to be ac- 
cepted by the American corre- 
spondent of the Mexican bank, tlie 
latter requests from its customer a 
deposit in cash of from 10 to 50 
per cent. of the total amount of the 
letter of credit, which deposit is 
held as a sort of security for this 
rather risky kind of transaction for 
the Mexican banks. Since no 
through bills of lading are available 
at the present, goods are consigned 
to responsible forwarding agents at 
the port of entry, with instructions 
from the Mexican bank that on re- 
ceipt of the merchandise it is to be 
passed through the custom houses 
and reconsigned to the bank in 
Mexico. Other banks, however, 
have the merchandise consigned to 
their order with instructions to no- 
tify forwarding agent or a bank. It 
is not always possible to have mer- 
chandise consigned to the bank in 
Mexico City because of the delay 
this procedure would occasion, as 
it would mean that documents 
would have to be forwarded to 
Mexico City and be returned after 
indorsement to port of entry. Be- 
cause of this some banks in Mexico 
City have the goods forwarded to 
their port of entry correspondents, 
who release the merchandise to for- 
warding agents on trust receipt an«| 
afterwards mail the Mexican docu- 
ments to the capital. 

Upon receipt of the documents in 
question the bank in Mexico se- 
cures from its customers an ac- 
ceptance for the amount of that 
given by their American corre- 
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spondents and with a maturity 
ample enough to allow sufficient 
time to have the proceeds in the 
hands of their correspondents by 
the time the latter’s acceptance falls 
due. In the majority of cases the 
bank in Mexico turns the docu- 
ments over to its customer imme- 
diately upon securing his acceptance 
and, in other words, the whole 
transaction becomes then a “clean” 
loan. At other times, however, the 
bank has the merchandise stored 
and it is only delivered when pay- 
ment is made. 

There is still another procedure 
followed by banks operating in 
Mexico City at the time merchan- 
dise is delivered to their customers. 
Apart from securing acceptance, 
the customer draws a contract nam- 
ing a member of the firm for whose 
account the credit was opened, as 
depositary of the goods imported. 
Under this arrangement the depos- 
itor is responsible to the bank to re- 
lease merchandise only as the bank 
is paid, that is to say, the proceeds 
of the sale of the merchandise in 
question must go to the bank, and 
in the event it does not, the depos- 
itary is criminally liable. This con- 
tract is also called in Mexico “‘trust 
receipt.” 

It is intended to make clear by the 
foregoing statements, as well as 
those which will follow, the condi- 
tions under which banks in general 
are working in Mexico and to ex- 
plain to the exporter from the 
United States that he must not be 
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surprised or alarmed to learn that 
a bank in Mexico has refused to 
render assistance to one of his cli- 
ents in Mexico, no matter how good 
standing he may apparently have, 
as in the case of commercial credits 
the banks in Mexico will not open 
this kind of credit for anyone to 
whom they should not be willing to 
extend a straight loan for the 
amount of the credits in question. 
Such action is not only due to lack 
of trust receipts and other facilities 
in Mexico, which are always con- 
nected with commercial letter of 
credit transactions, but also to the 
unsatisfactory situation of the bank- 
ing laws of Mexico at present, and, 
furthermore, to the fact that the 
merchandise when at the border is 
out of the bank’s control and insol- 
vency on the part of a forwarding 
agent may cause serious trouble for 
the bank. 


Banking Laws and Conditions 


There are no laws governing 
banking operations in Mexico at 
present. A provisional decree is- 
sued by President Obregon in June, 
1921, is to the following effect : 


Article 1. Institutions of credit, 
branches of foreign banks and persons 
or companies engaged in banking trans- 
actions receiving deposits at sight or for 
a period not exceeding three days, even 
when such transactions constitute current 
accounts, are obliged to keep a reserve 
in national or foreign gold coin, at the 
rate of seventy-five centigrams of pure 
gold per peso, to cover 33 per cent. of 
their deposits. 


Mt. Popocatepetl, Mexico 
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Article 2. The remaining 67 per cent. 
of their deposits will be used exclusively 
in the following transactions which will 
apply throughout the republic in all cases: 

I. Loans or discounts, provided the date of 
maturity does not exceed six months, count- 
ing from the date of the transactions, which 
“~ be of commercial character. 

Credits in accounts current, subject to 
on ¢ provisions of the foregoing subsection: 
Drafts payable in ninety days, with at 
mt... two responsible signatures. 
Deposits in other institutions of credit 
operating in the republic. 
ares, bonds or immediatel 


negotiable 
paper, approved by the Treasury 


epartment. 

Article 3. Deposits in foreign money 
of legal tender shall be guaranteed in the 
form provided in the preceding article. 

Article 4. The institutions referred to 
in the present decree shall be under the 
supervision of the Treasury Department 
which shall exercise this function through 
inspectors, whose duties and powers are 
specified in articles 113, 114, 115, 116 
and 118 of the Law of March 19, 1897, 
and other corresponding regulations. The 
expenses incurred by this inspection will 
be borne by the institutions. 

Article 5. The institutions, persons or 
companies covered by the present decree 
shall forward their balance sheets 
monthly to the Treasury Department and 
the latter shall have these published in 
the “Dario Oficial.” 


Such are the regulations to which 
all banking enterprises doing busi- 
ness in Mexico are subject. A care- 
ful study would make them appear 
quite conservative and pointing to- 
wards the safety of the credit in- 
stitutions. In practice, however, 
most of the banks endeavor to be 
still more conservative and keep al- 
ways in hand a reserve against de- 
posits larger than 33 per cent., as 
monetary conditions in Mexico are 
so stringent, as the circulating me- 
dium is still exclusively metallic, 
that banks prefer always to be on 
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safe ground rather than risk a panic. 
This procedure, however, hurts 
their profit statements to a certain 
extent and makes credit facilities 
rather scarce. 

This is a very important matter 
for the American banker to con- 
sider when making connections in 
Mexico. A careful study of the 
would-be correspondent’s financial 
statement is of paramount impor- 
tance. If the amount of loans re- 
ported equals or exceeds 80 per 
cent. of the total amount held as 
deposits it is an indication that the 
bank is not sufficiently careful. The 
utmost caution ought to be exer- 
cised in negotiat- 
ing with such a 
bank. 

The fact is clear 
that banks in 
Mexico are not 
making much 
profit at present. 
They are marking 
time and awaiting 
better opportuni- 
ties which will 
come to Mexico 
in the not distant 
future. 

The problem of 
currency strin- 
gency, which has 
hampered busi- 
ness with Mexico 
so badly, will 
soon have to be 
solved. The issue 


of paper - money 
by the govern- 
ment is hardly 


possible, as in all probability people 
will not accept it, but the Mexican 
government will have to make cer- 
tain arrangements and _ possibly 
grant some special concessions to 
foreign and Mexican financiers to 
open institutions of credit empow- 
ered to issue paper money on tan- 
gible securities. 

The most important of the prob- 
lems affecting the banking situation 
of Mexico is undoubtedly the legis- 
lative problem. Nothing definite 
can be accomplished before finan- 
ciers are able to understand fully 
what the prospects are towards the 
establishment of profitable and safe 
business in the Mexican Republic. 
It is evident that American bankers 
do not feel at present justified in 


establishing their own permanent 
ramifications in that country, but 
they should not entirely forsake the 
country and await better times at a 
distance. Unfortunately, this seems 
to be the policy at the present writ- 
ing, with few exceptions. 

Due to the absence of branches of 
American banks, the standing of 
which could be checked up at 
home, and due also to the absence 
of Mexican national banks, whicl 
were closed by the late President 
Carranza about six years ago, banks 
in this country have to resort to the 
branches of European and Canadian 
banks established in Mexico City 
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and to native banks in other impor- 
tant cities of the Mexican Union in 
the handling of their collections and 
other business. 

The selection of these latter con- 
nections calls for much care. As it 
has already been stated, there is at 
least one honest and thoroughly re- 
liable banking house in every one 
of the most important commercial 
centers in Mexico and proper ar- 
rangements with these people would 
prove highly beneficial for the ex- 
porter. At present the majority of 
banks doing business with Mexico 
prefer to send their collections to 
banks in Mexico City only, and it is 
quite evident that this procedure 
occasions long delays and extra ex- 
pense, besides being risky and un- 
necessary. 


Scarcity of Currency 


According to statistics, there ar 
about 45,000,000 pesos in gold coin 
in circulation in Mexico at presen 
Such an amount is limited for tli 
size and needs of the country 
Banks in Mexico cannot, of course, 
solely depend upon their deposits to 
make loans in amounts substantia! 
enough to make their business pro! 
itable and in the majority of cases 
they resort to rediscount facilities 
offered by American banks on thei: 
notes guaranteed by sound collat 
eral. It is thus that a portion o/ 
Mexico’s domestic financing is done 
with American 
money and this is 
one of the reasons 
which explain the 
fact that no ap 
parent crisis has 
been noticed in 
Mexico in spite of 
its peculiar posi 
tion in regard to 
currency. It is 
evident that rates 
of interest on 
loans in Mexico 
are very high. 
Money at 3 per 
cent. per month 
can be placed 
in unlimited 
amounts on_ all 
kinds of collat- 
eral. Banks are 
lending money at 
a rate close to 2 

iowa per cent. per 

month and have 
their notes rediscounted abroad at 
about half of such rate. 

The fact that Mexico is in great 
need of efficient banking service is 
all too obvious. It is evident that 
more than one foreign banking in- 
stitution is keeping close track of 
developments, awaiting the op- 
portunity to cover the country 
thoroughly with branches and corre- 
spondents. Here in this country, 
however, we still believe that Mex- 
ico is the country of many presi- 
dents and eternal turmoil, not 
worthy of even study or investiga- 
tion. Certain it is, however, that 
those who now disregard the oppor- 
tunities afforded them will find out 
the mistake they have made before 
long. Why do we refuse to deal 
with people and merchants who 
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have demonstrated to the satisfac- 
tion of the whole world that they 
are honest in the broadest sense of 
the word? Merchants who have 
found always the means of settling 
their obligations abroad through the 
hardest times and most formidable 
circumstances? Why should we 
not extend our friendly hand to 
those who have proved that their 
clean name abroad was more im- 
portant than painful losses for 
themselves ? 

Let us not forget that, in 1916, 
practically all the banks in Mexico 
were closed, not due to unhealthy 
interior conditions, but by force of 
the government, and great amounts 
of money belonging to merchants 
were thus hopelessly tied up. Still, 
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was a moratorium solicited? Did 
foreign creditors lose any money 
through such action? 

Another point still. In spite of 
the fact that all Mexican merchants 
know that they as a whole do not 
enjoy moral credit in this country 
and that we have been rather re- 
luctant in our transactions with 
them, they fully acknowledge that 
Mexico was supported by the 
United States during the war and 
have fully shown their gratitude to 
this country in importing more and 
more American goods all the time, 
in spite of the reopening of the 
European markets. Statistics cor- 
roborate this statement clearly. 

And, finally, is it not a strong in- 
ducement for American banks en- 
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gaged in foreign trade to open the 
way into Mexico when they see the 
magnificent progress attained by the 
few foreign banks doing business in 
Mexico, especially those who estab- 
lished in the port of Tampico? It 
is almost incredible that there is only 
one foreign bank doing business in 
the great cotton region of Mexico, 
about half the size of the state of 
Texas. It is a German institution. 
Although the actual opening of 
American credit institutions in 
Mexico to help American commerce 
cannot be recommended until ade- 
quate banking laws are passed by 
the Mexican Congress, our people 
ought to be getting ready to enter 
the field at an early opportunity. 


Limitation of Armament Treaties 


The Commerce and Marine Commission Memorializes Each United States 
Senator, Urging Action ‘‘Without Inconsequential and Discrediting Reservations.” 


MEMORIAL from the Com- 
A merce and Marine Com- 

mission of the American 
Bankers Association, urging ratifi- 
cation of the Limitation of Arma- 
ment treaties, “without inconsequen- 
tial and discrediting reservations,” 
was sent, on March 7, to each mem- 
ber of the United States Senate, 
with a letter signed by Fred I. Kent, 
vice-president of the Bankers Trust 
Company, New York, and Chair- 
man of the Commission, and asking 
for prompt and earnest considera- 
tion of the Commission’s memorial. 
Many favorable replies from Sena- 
tors were received, the tenor of 
these replies indicating appreciation 
of the Commission’s action in this 
important matter and a realization 
of the necessity of unhampered 
ratification of the treaties. 

The memorial of the Commerce 
and Marine Commission reads as 
follows: 

“Firmly believing that the results 
of the Washington Conference on 
the Limitation of Armament as em- 
bodied in the treaties now before 
the United States Senate represent 
the universal desire of intelligent 


public opinion definitely to lessen 
the probabilityof war and reduce the 
heavy burdens of taxation which 
constant preparations for war in- 
volve; to minimize war’s horrors, 
should armed conflict between na- 
tions ensue, and, in general, to turn 
energies into productive channels 
and effectively promote that amica- 
ble understanding among nations 
absolutely essential to the world’s 
economic recovery, the Commerce 
and Marine Commission of the 
American Bankers Association re- 
spectfully urges, in the most em- 
phatic manner, each member of the 
Senate by his vote for ratification 
of the treaties and without incon- 
sequential and discrediting reserva- 
tions to uphold the President of the 
United States and the Secretary of 
State at this time in pledging 
America’s full part toward the 
attainment of greater good for 
humanity through well-based assur- 
ance of honorable and continuing 
peace.” 

Replies from individual Senators 
show, without question, that the ex- 
pression of the Commerce and Ma- 
rine Commission’s views was 


immediately given careful attention 
and had a marked effect. One 
Senator, for example, wrote: “I am 
in sympathy with the facts ex- 
pressed in your statement and shall 
be glad to do all I can looking to 
the prompt ratification of the trea- 
ties.” Another Senator wrote: “I 
agree entirely with the contents of 
the resolution and am lending my 
active support looking towards the 
early ratification of the treaties.” A 
third expressed himself as pleased 
to note the recommendations, ex- 
pressing himself as strongly in 
favor of the treaties and intending 
to give them his full support. Still 
another wrote that he was glad to 
give assurance that he was entirely 
in accord with the Commerce and 
Marine Commission’s views in the 
matter. 

Wide publicity was given the 
Commission’s memorial throughout 
the country. 


E. L. Coen, vice-president Erie County 
Banking Company, Vermillion, Ohio, died 
on March 25. Mr. Coen was a member 
of the Executive Council of the American 
Bankers Association. 
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New Silver Dollars and the Pittman Act 


HE American silver dollar is 
again being coined for the 
first time since 1904. The 
peace dollars, as the new coins are 
to be called from their design in 
recognition of the disarmament con- 
ference, are identical in size and 
weight with the dollars first struck 
by the United States mint in 1793. 
The question might be asked how 
it happens that the government is 
to spend $209,000,000 in purchasing 
silver to be coined into silver dol- 
lars, or “cart wheels,’ as they are 
often facetiously dubbed, when 
there is little reason to believe that 
these dollars will be any more popu- 
lar than their predecessors. Do 
monetary needs justify this expendi- 
ture? When it is learned that the 
silver is being purchased from do- 
mestic silver producers at the price 
of $1 an ounce instead of at the 
market price of 65 cents an ounce, 
the question, “Why all this?” is the 
more pertinent. 

To understand how it is that a 
law authorizing these silver pur- 
chases is found on the statute books 
it will be well to recall briefly 
events of the past few years, events 
connected with the melting down 
and sale to England of some 270,- 
000,000 of our silver dollars. 

England has been purchasing 
large quantities of goods from India 
and early in 1918 was in especial 
need of silver with which to make 
payment for these goods. India en- 
joyed the so-called gold exchange 
standard, but the circulating medi- 
um was silver rupees, and it was 
silver that England needed to set- 
tle the “adverse” trade balance. 
The situation from England’s stand- 
point was becoming critical, and 
since we were now participants in 
the war, Congress, in April, 1918, 
passed the Pittman Act which au- 
thorized the Secretary of the Treas- 
ury to break up the silver dollars in 
the Treasury to a maximum amount 
of 350,000,000, and to sell the silver 
as bullion at a mimimum price of 
$1 an ounce. 

Provisions were inserted in the 
law for the repurchase from mines 
and reduction works situated in the 
United States of an amount of silver 
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equivalent to that melted down, at 
the price of $1 an ounce. The mar- 
ket price at the time was a trifle 
above this, an unusually high price 
due to the relative scarcity of the 
product. Instructions for the Sec- 
retary of the Treasury to repur- 
chase this amount of silver from 
domestic producers at the price of 
$1 an ounce made the silver pro- 
ducers secure against a fall in price 
for several years to come. Should 
the price fall to $1 an ounce or 
below the government would auto- 
matically come into the market and 


Subsidizing Silver 

“If the silver dollars are to be 
recoined, the policy of aiding the 
silver producers by purchasing 
this silver at the price of $1 an 
ounce, when the market price is 
around 65 cents an ounce, is a 
policy of doubtful necessity. It 
is, in effect, subsidizing the silver 
industry and unless there appears 
a valid reason why this industry 
should be especially favored by a 
bounty, the policy is to be con- 
demned. The silver industry in 
the United States has been able 
to stand on its own feet against 
foreign competition during its 
history of more than fifty years.” 


the silver producers would be able 
to dispose of their silver to the 
government at the set price. The 
annual production of silver in the 
United States is about 60,000,000 
ounces, and it would require several 
years to purchase the 209,000,000 
ounces needed to replace the $270,- 
000,000 melted down. 

The price of silver rose to almost 
unprecedented heights and did not 
return to $1 an ounce until May, 
1920, when accordingly the Treas- 
ury began to repurchase silver. 
Purchases have continued to date at 
the fixed price, although the market 
price for silver not produced in this 
country has steadily fallen, and at 
one time was approximately half 
that which the government was pay- 
ing; it is now about 65 cents. 
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From a monetary standpoint, it 
is unfortunate that the Treasury is 
loading itself up with silver. Thi 
gold standard was adopted by this 
country legally in 1873 and was re- 
enforced by the law of 1900. Thi 
old silver dollars in the Treasury 
were relics of our notorious silver 
experiences following the law of 
1878, the Bland-Allison Act, which 
required the Treasury Departmeiit 
to purchase large quantities of sil- 
ver and coin it into silver dollars. 
These purchases continued, in- 
creased by the act of 1890, until 
the country was flooded with so 
much silver money that it looked as 
though we would soon be on the sil- 
ver standard. The panic of 1893 
resulted and President Cleveland 
finally secured the repeal of the act, 
although not until large quantities 
of the dollars had been minted. The 
silver dollars were bulky and un- 
popular and try as the government 
would, it was not able to keep any 
quantity of them in circulation. 
They have remained in the vatilts 
of the Treasury and silver certifi- 
cates have circulated in their stead. 

On the Pacific coast where “hard 
money” is popular and where silver 
dollars have always been commonly 
seen in circulation, a limited de- 
mand for them exists. However, 
with 214,000,000 silver dollars in 
the Treasury and Federal reserve 
banks on June 30 last, as against 
75,000,000 in circulation, it does not 
appear that the new coinings are 
pursuant to monetary needs. 

Our silver dollars are fiduciary 
coins and do not contain a dollar’s 
worth of silver, although at the peak 
price of silver the silver in the coin 
was worth a trifle more than $1 in 
gold. The gold standard act of 
1900 made it the duty of the gov- 
ernment to maintain the parity of 
all forms of money, consequently 
the silver dollars are redeemable in 
gold. Since the government stands 
liable for a dollar’s worth of gold 
for each silver dollar outstanding, 
it is evident that the better the price 
it can get for the silver in the coins 
the better its position. The silver 
dollars and silver certificates have 
behind them the general credit of 
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the government, 
and whatever silver 
there is in them, or 
hehind them, pro- 
vides a means for 
the government to 
reimburse itself for 
loss in redemption. 
lherefore, when- 
ever the price of 
silver is high the 
vovernment is af- 
forded a favorable 
opportunity to sell 
out its silver and to 
do away with the 
surplus silver dol- 
lars which lie idle 
in the Treasury. 
The silver is to be 
looked upon from 
the economic 
standpoint, merely 
as an asset of the 
government, an asset yielding no in- 
terest, and if a favorable opportun- 
ity to dispose of the silver comes, 
good business demands that advan- 
tage be taken of it, and that we 
make a move toward adjusting the 
quantity of silver dollars to the de- 
mands for these coins. 

The high price of silver during 
the war period, higher than it had 
been for nearly thirty years (the 
silver in the Treasury was worth 
double what it was a few years 
previously), together with the urg- 
ent need for silver by England for 
war purposes, provided the United 
States with an unusually advan- 
tageous opportunity to dispose of 
its silver on favorable terms, and 
to take a step in the direction of 
uniformity in our heterogeneous 
currency by retiring the silver cer- 
tificates and substituting Federal 
reserve bank notes for them, a thing 
which was done to some extent. The 
Pittman Act seemed to look in this 
direction, but contained a joker in 
that the Treasury Department was 
instructed to repurchase an amount 
of silver equivalent to that sold, 
and at the same price as that sold, 
and to coin it into silver dollars, 
thus putting us in the same position 
as previously, only having entailed 
the expense of melting down the 
coins, which involves a certain wast- 
age, and the expense of coining new 
dollars. 

If the silver dollars are to be 
recoined, the policy of aiding the 
silver producers by purchasing this 
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affairs of his office to his successor, 


When Raymond T. Baker (right), director of the Mint, on March 20, turned over the 
F. E. Scobey (left) of San Antonio, Texas, the total 

assets of the Mint service institutions were approximately $3,676,000,000 stored at Phila- 
delphia, Denver, San Francisco and 
$3,000,000,000, or about one-third of the estimated gold supply of the world. 


New York. 


silver at the price of $1 an ounce, 
when the market price is around 65 
cents an ounce, is a policy of doubt- 
ful necessity. It is, in effect, sub- 
sidizing the silver industry and un- 
less there appears a valid reason 
why this industry should be espe- 
cially favored by a bounty, the 
policy is to be condemned. The 
silver industry in the United States 
has been able to stand on its own 
feet against foreign competition 
during its history of more than fifty 
years, although it was favored by 
large government purchases from 
1878 to 1893. It cannot be said to 
be of more benefit to the country 
generally than any other of our 
numerous industries. The commer- 
cial value of the silver produced 
during the last few years has been 
about $60,000,000 annually, prior to 
the war it was between $30,000,000 
and $40,000,000. Beginning in 
about 1915 the price of silver started 
on its upward movement and by the 
early part of 1920 had reached al- 
most unprecedented heights. It 
rose from about 50 cents an ounce 
in 1915 to about $1.35 an ounce in 
1920. The silver people have thus 
been making large profits and ought 
to be in a fairly strong position to 
bear their share of the business de- 
pression which has brought hard 
times to the farmers, manufacturers 
and others. On the other hand, if 
it is agreed that the silver producers 
ought to be specially assisted, it 
would be better to recognize the fact 
and give them a flat bonus than to 


The gold assets aggregated about 
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burden our cur- 
rency system with 
more silver dollars 
and incur the ex- 
pense of coining 
these dollars. 

As regards gov- 
ernment economy, 
assuming it were 
desirable to coin 
silver dollars, if the 
silver were pur- 
chased at the mar- 
ket price of 65 
cents an ounce in- 
stead of at $1 an 
ounce, there would 
be a saving of $73,- 
000,000 on the to- 
tal purchase. A 
large portion of the 
silver is still to be 
purchased. Pur- 
chases were com- 
menced in May, 1920, and on Feb- 
ruary 8, 1922, there had been 
purchased 96,000,000 of the total 
209,000,000 ounces, of which about 
68,000,000 had been coined into 
$88,000,000. At this rate it will be 
over two years yet before the total 
209,000,000 ounces have been pur- 
chased. Thus, if the law were re- 
pealed immediately, there would 
still be a significant saving. If the 
purchases were discontinued com- 
pletely, there would be a saving of 
$113,000,000. If they were con- 
tinued, but at the market price, the 
saving would amount to $40,000,- 
000. 


Harris & Ewing 


Arbitrary Prices 


“The arbitrary fixing of a price of any- 
thing, whether an hour’s work or a pint 
of milk, tends to restrict both the de- 
mand for and the supply of that thing,” 
says a committee of British business 
men ina warning against current heresies. 
“Just as in nature the tide flows and ebbs 
alternately, so in economic affairs a 
natural price is always moving forwards 
and backwards. As a price ‘flows’ pro- 
ducers are encouraged to come for- 
ward, and as a price ‘ebbs’ buyers are 
attracted. In this way the maximum of 
activity is maintained and all parties 
benefit. Rigidity discourages producers 
and buyers alike, and thereby limits both 
supply and demand.” 


The directors of the Garfield Park 
State Savings Bank of Chicago, elected 
J. H. Kenna, cashier, succeeding Arthur 
A. Marquart, who is now vice-president. 


| 
| 
| 
| 


The Par Clearance Situation 


By CHARLES pe B. CLAIBORNE 


Chairman of the Exchange Committees of the American Bankers Association and the State Bank Division and President of the 
National and State Bankers Protective Association 


of Five on Par Collections 

of the American Bankers 
Association and the Committee on 
Exchange of the State Bank Di- 
vision was called by the Chairman, 
Charles de B. Claiborne of New 
Orleans, at Washington, D. C., on 
March 6. The committees discussed 
at length the progress of the cam- 
paign made thus far in an attempt 
to bring about a solution of the ex- 
change matter. Itwas the unanimous 
opinion of the committees that any 
attempt to bring about a solution 
was wasted effort unless the plan 
proposed allowed the remitting bank 
some compensation for the part of 
the service which it performs in the 
transmission of funds by means of 
checks. 

The committees appeared before 
the Banking and Currency Com- 
mittee of the House of Representa- 
tives on March 7, having been in- 
vited to discuss with that committee 
a bill proposed by Mr. McFadden, 
the Chairman of the Banking and 
Currency Committee, which bill, it 
was presumed, would put an end 
to this long discussion of par col- 
lection, inasmuch as it allowed the 
remitting bank to charge exchange 
against the Federal reserve. This 
bill, however, went further and at- 
tempted to penalize any member 
bank to the extent of the amount 
charged by the remitting bank. 
This provision would have had the 
effect of denying the use of the 
Federal reserve system to the mem- 
ber banks, for the reason that the 
member bank could not have ab- 
sorbed the _ dollar-a-thousand 
charged back to its account by the 
Federal reserve and, in addition, 
a penalty of $1. 

This section of the McFadden 
Bill was not approved and we be- 
lieve that your committee con- 
vinced the Banking and Currency 
Committee that this clause should 
not be continued in that bill, for the 
reason that, far from settling the 
controversy, it would only start a 
fight between the country bank and 
its city correspondent. 

Your committee feels that it has 


A MEETING of the Committee 


made substantial progress in the 
fight on exchange, inasmuch as 
any non-member bank can refuse 
to remit at par, or can have its name 
taken off the par list if it sees fit, 
and the Federal reserve banks no 
longer dare to use the methods in 
vogue before your committees 
initiated a systematic fight against 
such unlawful means. It has been 
a long struggle, and at times a bit- 
ter one, but it is safe to say that 
the attitude of the Federal Reserve 
Board and banks toward a non-re- 
mitting bank has completely 
changed in the last six months, 
So, as I have said, we have at 
least succeeded to this extent, that 
non-member banks are not in fear 
of the “Big Stick” of the system, 
and it is up to them whether they 
remit at par or not. This is as it 
should be, and is what your com- 
mittee has contended for all along; 
namely, the right of the remitting 
bank to charge or not, as it sees fit; 
admitting, however, the right of the 
Federal reserve to handle that item 
or not under those conditions. The 
fight will continue until that same 
privilege is granted to the member 
bank, for the reason that any sys- 
tem of collection which would allow 
the non-member bank to make a 
charge and deny that same privi- 
lege to the member bank will not 
be effective; and yet as it is beyond 
the power of the Federal Govern- 
ment to legislate for the state insti- 
tutions, it is up to the Federal 


Reserve Board to realize that the 
non-member banks having fully es- 
tablished their right to make a 
charge, and the non-member banks 
being in the overwhelming major- 
ity, the time has come when the 
Federal Reserve Board and banks 
must assist therefore in a plan 
which will give that same privilege 
to the member banks in order to 
unity our banking system; and if 
by general evolution, but not by 
force, we can educate the banks of 
the country that par collection is 
the sound and correct principle, and 
we can get them willingly to enter 
such plan, then we shall have pat 
collection, but as long as a hopeless 
minority of banks—and this state- 
ment is established beyond a doubt 
by several questionnaires—attempt 
to force over 80 per cent. of the 
banks into a system of check remit- 
ting which is not agreeable to them, 
the Federal reserve system will con- 
tinue to develop the innumerable 
enemies which it has in the last 
two years. 

Your committee is desirous of 
avoiding all of these attacks, and 
is prepared to, and have, in fact, 
defended the Federal reserve sys- 
tem against all unjustifiable attacks, 
but its members have likewise had 
the courage to follow the dictates of 
their conscience and to call a spade 
a spade whenever the Federal re- 
serve system tried to lay down the 
policy that “might makes right.” 


The Bonus and War Custs 


How great is the proposed bonus 
amounting in the period from 1923 
to 1943 to the estimated total 
$4,098,719,350 may be indicated by 
reference to the cost of other wars: 

War of 1812 (figures cover the 
years from 1812 to 1815), $119,- 
624,000; Mexican War (1846- 
1849), $173,298,000; Civil. War 
(1860-1865), $3,478,220,000 ; Span- 
ish-American War (1897-1900), 
$1,901,292,000. 
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These figures represent the cost 
of the wars themselves (the bonus 
is an after incident), and while 
there is perhaps little comparison 
between the World War and any 
other conflict, the figures are never- 
theless useful, especially when the 
difference in population, wealth, 
the means of transportation and 
labor-saving machinery of the 
country are taken into considera 
tion. 


—— 
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The Greenbrier, White Sulphur Springs, W. Va. 


Spring Meeting of the Council 


HIS year’s spring meeting of 

the Executive Council of the 

American Bankers Association 
will be held at the Greenbrier, 
White Sulphur Springs, W. Va., 
May 8 to 12. 

The meeting place is one famous 
for its natural beauty, popular with 
tourists and sure to attract a full 
attendance of the members of the 
Council and their families. 

Affording as it does an unusual 
opportunity for the interchange of 
views on the very many unusual 
current questions relating to busi- 
ness and finance, this year’s spring 
meeting, aside from the official or 
association features, should be one 
of unusual pleasure and profit. 

As in past years arrangements 
have been made for a program cal- 


culated to inspire and to bring to the 
forefront views on important busi- 
ness matters. 

The committee in charge has 
made complete arrangements also 
for the entertainment of those at- 
tending. Monday and Tuesday will 
be devoted to committee meet- 
ings; the mornings of Wednesday, 
Thursday and Friday to Council 
meetings, leaving the afternoons 
open for recreation. Under the 
latter head there is golf on famously 
good links, with prizes to add zest ; 
a family dinner, and the usual 
spring time meeting dance. 

For the members from New York 
and the East special Pullman and 
compartment cars will be provided 
by the Pennsylvania Railroad, and 
the train will leave the Pennsylvania 


White Sulphur Springs, W. Va. 


station, New York City, on Satur- 
day, May 6, at 3.40 p. m. (Hudson 
Terminal-3.30 p. M.) and will arrive 
at White Sulphur Springs at 7.05 
A. M. Sunday. The train will reach 
North Philadelphia at 5.40 P. M., 
West Philadelphia at 5.56 P. M., 
Union Station, Baltimore, at 8.30 
p. M. and Union Station, Washing- 
ton, at 10.15 Pp. Mm. 

From Chicago and St. Louis 
there will be the usual Springtonic 
Special—over the Big Four Route 
from Chicago to Louisville and over 
the C. & O. from Louisville to 
White Sulphur Springs. The leav- 
ing time from Chicago will be “after 
theatre” on the evening of May 5. 
It will arrive in Louisville, Ky., in 
time for breakfast at 8 A. M., at the 
Pendennis Club. 
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Salaries of Federal Reserve Bank Officers 


By H. PARKER WILLIS 


URING the past few months 

much of the discussion of 

Federal reserve affairs has 
been made to turn upon the ques- 
tion of salaries paid to the officers 
of the banks. The issue has been 
acutely raised whether these sal- 
aries are or are not too high. 
It is regrettable that with problems 
of vital importance now confront- 
ing the Federal reserve system so 
much time both in and out of Con- 
gress should have been devoted to 
a matter which after all is second- 
ary. By this statement it is not 
intended in the slightest degree to 
minimize the importance of a just 
and equitable assignment of sal- 
aries, or to palliate the impropriety 
and unwisdom of fixing salaries— 
if that has in any case been done— 
which are above the proper level 
for work of a kind similar to that 
done by the officers of these banks. 
The question of salary payments in 
banks, both for the officers and per- 
sonnel, is one of great administra- 
tive interest. In the Federal re- 
serve system, 
significance in that the service 
performed is of a semi-public na- 
ture, and that under the peculiar 
situation of Federal reserve banks, 
the funds from which such salary 
payments are made are in a certain 
sense public funds, inasmuch as the 
income of the banks above a fixed 
level of dividends goes to the gov- 
ernment. The problem thus has 
certain fiduciary aspects or elements 
which do not appear in the salary 
question of the ordinary bank, not- 
withstanding that it cannot be re- 
garded as a primary factor in our 
banking system and _ notwithstand- 
ing that the effort to concentrate 
attention upon it to the exclusion 
of other and more important issues 
is deeply to be regretted. 

In judging of the question of sal- 
aries paid by Federal reserve banks 
the first problem is to find a satis- 
factory standard of comparison. 
Three such standards at. once sug- 
gest themselves as worthy of con- 
sideration : 

1. The level of pay allowed by 
the government to its financial offi- 
cers. 


it has additional . 


2. The level of pay allowed by 
commercial banks to their officers 
for work of a somewhat similar 
description. 

3. The level of pay established in 
foreign central banks. 

In congressional discussion and 
in much other analysis of the sit- 
uation the first of these three stan- 
dards has been unhesitatingly ac- 
cepted as the correct one. The fact 
that our government pays to its 
Cabinet officers a salary of $12,000 
a year has been taken by some as 
self evidently establishing the prin- 
ciple that not more than about that 
amount, perhaps with allowance for 
difference in cost of living, should 
be paid to those chiefly responsible 
for the conduct of a reserve bank. 
Only a very little consideration is, 
however, necessary to see that this 
basis of comparison is purely arti- 
ficial. The salaries paid by the gov- 
ernment are in large measure the 
result of custom and tradition, and 
it has long been a matter of regret 
that our highest administrative of- 
ficers were not more substantially 
compensated. This has been widely 
admitted in the case of Cabinet 
members and in that of foreign am- 
bassadors. It has been plain for 
many years that American public 
men were grossly underpaid. The 
effect of such underpayment has 
been bad in many ways but of out- 
standing importance in this connec- 
tion may be mentioned the fact that 
it inevitably tends to make the in- 
cumbents of political offices inclined 
to limit themselves to a short tenure, 
besides placing them too often un- 
der the necessity of looking about 
for profitable employment to which 


they might make a quick transition 
at the close of their public career. 
The rate of payment for the higher 
administrative officers is moreove: 
necessarily different from that al- 
lowed to the members of reserve 
banks in that a large part of the 
attractiveness of public office lies in 
the prestige and credit which goes 
with the proper performance of 
duty, and in the fact that such 
offices may lead to valuable promo- 
tion in the public service. For all 
these reasons this standard of com- 
parison must evidently be rejected, 
the more so as government experi- 
ence has shown not only in banking 
but in practically every other line 
of business activity that success in 
enlisting the right kind of ability 
necessitated a higher scale of pay- 
ment. 

Some attention may now be given 
to the second standard of compari- 
son—the rates of pay allowed by 
the larger commercial banking en- 
terprises to their chief officers. On 
this point it is well, first, to note the 
facts concerning reserve bank sal- 
aries from a comparative stand- 
point. In the ‘autumn of 1921 
Governor W. P. G. Harding, in re- 
sponse to a Senate inquiry, trans- 
mitted information to the Senate 
on this point in which was embodied 
the following tabular showing: 

From this it will be seen that 
Federal reserve bank salaries are 
at the present time in a large ma- 
jority of cases upon an average 
basis which is decidedly below that 
of the principal member banks by 
which they are surrounded. The 
officers are not as a matter of fact 
receiving the maximum banking 


AVERAGE ANNUAL SALARIES PaiD TO OFFICERS OF EACH FEDERAL RESERVE BANK AND BY THREE 
OF THE LARGER MEMBER BANKS IN EACH FEDERAL RESERVE BANK City AS OF OCTOBER, 1921. 


(Bonus excluded.] 


Federal Federal 
Federal Reserve District Reserve | Member Federal Reserve District Reserve | Member 
Bank Banks ank Banks 

$9,679 | $14,745 |/St. Louis................. $7,078 | $11,675 
New York................ 12,745 | *17,331 ||Minneapolis............... 6,478 10,621 
Philadelphia............... 10,125 15,733 ||Kansas City.............. 6,147 10,313 
Richmond............... 6,696 6,473 ||San Francisco............. 6,459 11,409 


*Six national banks. 
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salaries which prevail in the com- 
munity. This leaves open the ques- 
tion whether in fact they should be 
compensated upon a scale directly 
comparable with that paid by the 
largest member banks, In behalf 
of such assumption is the fact that 
the reserves which they control and 
the financial responsibilities which 
they are obliged to accept are un- 
doubtedly equal to, if not greater 
than, those of the principal pri- 
vately owned institutions. Certainly 
as high a grade of ability is de- 
sirable in the capable management 
of reserve banks as is needed in 
the management of any member in- 
stitution. 


Other Considerations 


As against this standard of pay- 
ment is the fact that in many cases 
member bank salaries are paid 
upon a footing influenced by stock 
ownership, ability to control busi- 
ness, or in some cases, of profit- 
sharing or participation in earn- 
ings. These facts at once suggest 
important considerations against 
the acceptance of the maximum 
prevailing commercial salaries as a 
basis for fixing reserve bank sal- 
aries. It might perhaps be fairer 
to obtain a general average of all 
the salaries paid by member banks 
and to ascertain the cost of officers’ 
salaries per $1,000 of resources 
using this then as a standard of 
comparison. What such a tabula- 
tion would indicate there are no 
figures now available to show, but 
even the basis of a comparison so 
indicated would hardly be equitable 
for the reasons which have already 
been sufficiently pointed out. 


Third Basis 


The third basis of comparison, 
the salaries paid to the head officers 
of central banks in Europe, appears 
on the surface to be unquestionably 
the fairest standard for employ- 
ment in gauging or estimating the 
propriety of the salaries paid to the 
managers of reserve banks. In- 
deed this basis of comparison is 
more than fair to the reserve bank- 
ing system since on the whole the 
management of the European cen- 
tral banks is without question a 
more complicated and difficult busi- 
ness than the management of re- 
serve banks, while in many cases it 


would involve the care of assets 
quite as large in amount. Due to 
the fact that European banks are 
much more active in the open mar- 
ket, have much more important in- 
ternational relationships, and gen- 
erally engage in far more complex 
types of banking than do the Fed- 
eral reserve banks, this footing of 
comparison is unmistakably an 
equitable one. Salaries paid by Eu- 
ropean central banks are not usually 
made public, but it is known that 
the governor of one of the principal 
central banks up to recently received 
an annual salary of about $10,000, 
the chief managing officer of the 
bank being paid at the rate of $25,- 
000. In other institutions the rate 
of payment is on a substantially 
similar scale. 


Lower in Europe 


The situation there may be 
briefly summed up in the assertion 
that the salaries paid to the 
officers who bear the principal re- 
sponsibility in European central 
institutions are very much lower 
than those which are received by 
Federal reserve bank officers. Why 
this should be is, of course, a ques- 
tion of some complexity. In ‘the 
first place, salaries in general are 
not so high in Europe as they are 
in the United States. Nevertheless 
the great privately owned banks in 
London and Paris pay high salaries 
and the remuneration of central 
bankers there is on a decidedly 
lower scale than that established by 
the commercial institutions. On 
the whole, as already indicated, it 
is lower than that in the United 
States just as the general scale of 
salaries is lower in Europe than 
here, but, as further indicated, it 
is also decidedly lower than the 
scale of commercial banking sal- 
aries, so that both relatively and 
actually it is undoubtedly much be- 
low the level which has been fixed 
in-our Federal reserve system. The 
positions in European central banks 
are low salaried not because they 
are places that are not desired but 
because they are highly desired and 
carry with them a position of stand- 
ing and influence in the community. 
The occupants of them regard this 
influence and the chance to per- 
form important financial services as 
being in themselves opportunities 
which they cannot afford to ignore 
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or overlook. The result is the estab- 
lishment of salaries on a very much 
lower footing than that which 
would otherwise probably prevail. 


Standard of Public Service 


Have we in the United States a 
standard of public service in our 
financial and banking community 
which is likely ever to promote the 
readjustment of our salary payments 
upon a non-commercial footing? 
That is an interesting question to 
which there is as yet no definite 
answer. In the discussion of the 
subject reference is often made to 
the Federal Reserve Board as 
affording an example which might 
be used to throw light upon the 
experience of Federal reserve 
banks. Salaries of members of the 
Federal Reserve Board are set at 
$12,000 and there are no prequisites 
to enhance the value of the place, 
but, on the contrary, the provisions 
of law make it necessary for the 
member to deprive himself of 
sources of income which might 
otherwise be open to him. Thus far 
the Federal Reserve Board has had 
in all a total of about fifteen mem- 
bers, counting the various  suc- 
cessive appointments to vacancies. 
Of these fifteen, two have been 
comptrollers of the currency, four 
have been secretaries of the treas- 


.ury, a total of six, leaving probably 


nine non-political members who 
came to the appointments simply 
for their own sake. Of these mem- 
bers certainly a majority were re- 
ceiving at the time of their appoint- 
ment, or receiving immediately 
after resigning it, or both, salaries 
very much larger than that which 
was paid as the result of their offi- 
cial duties. They did, therefore, 
“work for the government” for a 
materially smaller sum in most 
cases than they could have obtained 
by “working” for themselves. It 
requires only a very cursory survey 
of the position of Federal Reserve 
3oard members in Washington to 
see that thus far there has been no 
aspect of political or social life 
which could be regarded as consti- 
tuting a definite addition to the at- 
tractiveness of the place itself. The 
status has not, in other words, been 
different from what it would have 
been had they held no financial ap- 
pointment. It must be accepted, 
then, as a fact that the government 
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has been successful in enlisting the 
services of competent and well- 
qualified men in the Federal Reserve 
Board chiefly on a basis of con- 
tribution to the well-being of the 
community without important at- 
traction in the way of salary and 
without other adventitious aids. If 
this success could be attained by 
the government in Washington it 


may eventually be expected at the 
Federal reserve banks. It cannot 
exist there, however, unless the 
members of the local banking com- 
munity and of the commercial com- 
munity in general come to regard 
service in the Federal reserve bank 
as a very decided contribution to 
general welfare on the part of 
those who render it and hence 
an outstanding element in their 


German Pre-War Bank 


Effort of Commerce and Marine Commission to Aid American 
Banks, as a Whole, in This Matter, Arousing Wide Interest 


OLLOWING the announce- 
ment made in the March 
JOURNAL OF THE AMERICAN 

BANKERS ASSOCIATION that mem- 
bers of the Association had re- 
quested the Commerce and Marine 
Commission to assist in the matter 
of the recovery, for American 
banks, of pre-war balances due 
them from German institutions, and 
that, as a result, the Commission 
was prepared to receive information, 
in confidence, to be held, as to such 
credit balances, a number of. banks 
have given the Commission data 
relative to such balances, and the 
Commission is actively engaged in 
seeing what can be done so that 
American banks; as a whole, may 
recover amounts due them, at the 
value of the mark when the United 
States entered the war. The Com- 
mission points out the special im- 
portance of having reports from all 
American banks to which German 
institutions were indebted on bal- 
ance at the time of the entry of the 
United States into the war, for, 
without question, more progress can 
be made in proportion to the cém- 
prehensiveness of the information 
in the Commission’s hands. Data 
as to pre-war balances may be sent 
to the Secretary of the Commission, 
5 Nassau Street, New York City. 
In view of the great interest in 
this matter, Fred I. Kent, vice- 
president of the Bankers Trust 
Company, New York, and Chair- 


man of the Commission, complied, 
on March 12, with requests for a 
statement to appear in the financial 
and daily press. He said: “Some 
efforts already have been made to 
obtain settlement in the present 
depreciated German currency of 
pre-war balances owed American 
banks, and it is the purpose of the 
Commerce and Marine Commission 
to take such action as it properly 
can, through cooperation with the 
United States Government and in 
conjunction with other approved 
efforts, to prevent the making of 
any settlements on such an unfair 
basis. 

“The Commerce and Marine 
Commission,” Mr. Kent went on 
to say, “is taking active steps to 
assist in the recovery for American 
banks as a whole of pre-war bal- 
ances owed by institutions in Ger- 
many. Notice is being sent through 
the March number of the JourNAL 
OF THE AMERICAN BANKERS As- 
SOCIATION to the member banks of 
the Association, advising them of 
the activity of the Commission and 
outlining its purpose to help in the 
recovery of such balances at the 
pre-war (United States entry into 
the war) valuation of the German 
mark. 

“At the same time, a request has 
been made that data relative to the 
balances be sent to the Commission, 
this information to be held in con- 
fidence. 
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business careers. When that time 
arrives, should it do so, much 
of the political criticism which is 
now directed against salaries in re- 
serve banks will disappear because 
men in public life will necessarily 
be guided by the prevailing standard 
of the community with respect to 
remuneration for a high type of 
financial service. 


Balances 


“These obligations due to Ameri- 
can banks are in effect a lien on 
alien enemy property now in the 
hands of the Alien Property Cus- 
todian, and it is the intention of 
those looking after the interests of 
American banks to see that they are 
given due consideration in connec- 
tion with any legislation relative to 
the disposition of property now held 
by the Alien Property Custodian. 

“Tt is not generally believed that 
any large proportion of German 
debtors which come in this class will 
seek unfair settlement of their obli- 
gations on the present basis of the 
paper mark, but enough such at- 
tempts have been made to warrant 
concerted action aimed to protect 
American interests. It is of im- 
portance to all American banks 
which have such balances to have 
this situation clarified as soon as 
possible. 

“British and French banks have 
arranged for a settlement of such 
balances on a pre-war basis. 

“The Commission is not in any 
sense acting as an attorney in this 
matter. Balances owed American 
banks must, therefore, be considered 
by the Commission in their entirety 
and in principle, for it would not 
be the function of the Commission 
to take up individual balances as 
such.” 

The announcement in the 
JourNAL and Mr. Kent’s later state- 
ment have been given marked atten- 
tion in all parts of the country. 
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N the Sixty-seventh Congress 
which, on March 4, rounded out 
the first of its two years of life, 

over 11,000 bills have been intro- 
duced in the House of Representa- 
tives and upwards of 3,000 in the 
Senate, down to the present time, 
and in addition, a large number of 
resolutions have been introduced in 
both houses, the whole covering a 
multitude of subjects. (The exact 
number of bills and resolutions in- 
troduced down to March 22 of the 
present year are as follows: H. R. 
11019; S. 3325; H. J. Res. 293; 
S. J. Res. 180; H. Res. 308; S. Res. 
255.) Only a very small percentage 
of the bills introduced in Congress 
are reported out of the committees 
to which they are referred and a 
still smaller percentage become law. 

Of the many thousands of bills 
introduced in each Congress, sev- 
eral hundred affect banks more or 
less directly, either favorably or 
unfavorably, and one of the func- 
tions of the Committee on Federal 
Legislation of the American Bank- 
ers Association is to procure all 
these bills as they are introduced, 
digest or summarize them in order 
to make an estimate of their im- 
portance, bring up such measures 
as require attention for the cou- 
sideration and decision of the Asso- 
ciation and take action in all neces- 
sary cases. 

A Digest of Legislation in the 
Sixty-seventh Congress of interest 
to banks, both passed and pending, 
has recently been prepared and 
issued under the auspices of the 
Committee on Federal Legislation. 
A reference to some of the subjects 
which it covers may be of interest. 


Bills Passed 


The Federal reserve system has 
been given some attention in reso- 
lutions which have been adopted by 
the Senate calling for information 
as to salaries and expenses paid by 
the Federal reserve banks and rela- 
tive to buildings. In the Treasury 
Department an Under-Secretary of 
the Treasury has been created who 
will act in case of death, resigna- 
tion, absence or sickness of the Sec- 


Pending Legislation in the 67th Congress 
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retary. The needs of the farmers 
have been recognized in the passage 
of_a Farmers’ Cooperative Market- 
ing Act and in provisions of law 
for additional government deposits 
in Federal land banks. A resolu- 
tion was adopted last June for 
the appointment of a joint com- 
mission of agricultural inquiry 
which has done good work and 
recommended legislation in aid of 
agriculture. The War Finance 
Corporation Act has been amended 
by providing for loans in aid of 
agriculture and adding the Secre- 
tary of Agriculture as a member of 
the Board. In the interest of for- 
eign trade a Marine Insurance Act 
has been passed, having for its 
object the building up of the mer- 
chant marine and the Edge Corpor- 
ation Act has been amended so that 
any excess over. $2,000,000 of paid- 
= capital may remain subject to 
call. 

The World War Foreign Debt 
Commission has been created with 
the power to refund or convert the 
foreign debt into bonds of foreign 
governments and extend the time 
of payment with a maximum limit 
of maturity in 1947, but without 
power to cancel any foreign debt. 
The Bankruptcy Law has been 
amended so that wage claims will 
not be released by a discharge in 
bankruptcy. A ncw Revenue Act, 
as everybody knows, has_ been 
passed; also a “Budget and Ac- 
counting Act.” The Coinage Laws 
have been amended by an act which 
authorizes the coinage of Grant 
Memorial gold dollars and silver 
half-dollars. 


Bills Pending—Federal Reserve 


Among the bills pending of inter- 
est to banks are a number which 
relate to the Federal reserve and 
national banking systems. A bill 
has passed the Senate and is now 
in the House Committee on banking 
and currency which prohibits the 
future erection, without consent of 
Congress, of any Federal reserve 
bank building in excess of $250,000. 
Bills are pending to extend the 
period of excess discounts based on 
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government war paper ; also a num- 
ber of bills in which the rediscount- 
ing powers of the Federal reserve 
banks with respect to agricultural 
paper .are enlarged. Others pro- 
vide various dispositions of net 
earnings or surplus of Federal re- 
serve banks, chiefly in aid of agri- 
culture. A bill which, if enacted 
into law, will remove a serious im- 
pediment to foreign trade, provides 
that in estimating the required re- 
serve balances of member banks, 
deposits due from foreign banks in 
foreign currency may be included 
in amounts due from banks and 
bankers to the extent allowed by the 
Federal Reserve Board. A large 
number of bills provide a maximum 
rate of rediscounting by Federal 
reserve banks; a number of these 
bills fix 5 per cent. as the maximum. 
Bills are pending to place member 
state banks and trust companies 
upon an equality of rediscounting 
privileges with national banks. 
Bills are pending which would re- 
quire the Comptroller of the Cur- 
rency to examine member banks 
whenever directed by the Federal 
Reserve Board. One bill would 
place all expenses of the Federal 
Reserve Board and the Federal re- 
serve banks, including salaries, 
within the control of Congress. A 
bill which has passed the Senate and 
is now pending in the House Com- 
mittee on Banking and Currency, 
adds an additional appointive mem- 
ber to the Federal Reserve Board. 
It requires the President in appoint- 
ing members to have due regard to 
the “financial, agricultural, indus- 
trial, commercial interests and 
geographical divisions of the coun- 
try.” Under this bill the require- 
ment that at least two members 
shall be persons experienced in 
banking and finance is omitted. 
Other bills would add the Secretary 
of Agriculture as a member of the 
Federal Reserve Board. A bill in- 
troduced early in the present ses- 
sion by Chairman McFadden of the 
House Banking and Currency Com- 
mittee, would change the personnel 
of the Federal Reserve Board to 
six appointive members and the 
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Under-Secretary of the Treasury 
and would abolish the office of the 
Comptroller of the Currency. A 
bill introduced by a western repre- 
sentative would make the records 
and sessions of the Federal Reserve 
Board open to the public. A bill 
is pending which would enlarge the 
Kern Amendment of the Clayton 
Act under which a director, etc., 
may be in not more than two other 
banks not in substantial competition 
by adding a provision allowing in- 
terlocking directorship in three 
banks “if, in the judgment of the 
Federal Reserve Board, no restric- 
tion of banking credit or lessening 
of competition will result.” 


National Bank Bills 


The subjects of a number of bills 
relative to national banks include 
branch banking in cities and con- 
solidation of national and state 
banks. Another bill relating to the 
qualification of national bank di- 
rectors would remove the fifty-mile 
residential limit of a non-resident 
director, which was provided in the 
Act of March 1, 1921, and would 
require a stock ownership of di- 
rectors, increased from ten shares, 
where the capital stock is over. 
$50,000, to fifteen shares where the 
bank’s capital is between $50,000 
and $75,000; to twenty shares 
where the bank’s capital is from 
$75,000 to $100,000, and for each 
additional $100,000 of stock, ten 
additional shares would be required. 
A bill has been reported from the 
House Committee on Banking and 
Currency punishing embezzlement 
by national bank examiners. Identi- 
cal bills in House and Senate would 
adequately punish robbery, larceny, 
forgery and false pretenses in con- 
nection with Federal reserve and 
member banks and Federal farm 
loan banks. Another bill is pend- 
ing amending the law so that the 
expense of examinations of na- 
tional banks shall be borne by the 
bank, not solely in proportion to 
its general assets, but also taking 
into account the assets held in trust 
and safekeeping departments. A 
bill has been reported from the 
House Committee which would 
make charters of national banks 
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perpetual. Another bill would cre- 
ate a national depositors’ guaranty 
fund in each Federal reserve dis- 
trict provided the national banks in 
the district vote favorably for such 
a fund. A number of bills relate 
to the penalty for usury by national 
banks and regulate interest rates. 
A bill which has been favorably 
reported by the House Committee 
provides for three, instead of five, 
national bank reports during the 
year. Another bill would author- 
ize a national bank to purchase 
stock of a safe-deposit company 
doing business on the premises. 
Companion bills introduced in Sen- 
ate and House provide for savings 
departments of national banks with 
capital apportionment, segregation 
of assets, etc. These bills have not 
been reported. Companion bills 
pendirig in Senate and House would 
amend Section 5219, U. S. Revised 
Statutes, relative to state taxation 
of national banks to permit the 
states to tax either the income or the 
shares of national banks at any 
rate they please provided only the 
income of or shares in state banks 
and trust companies are similarly 
taxed. (See article in the March, 
1922, JouRNAL on “The Preserva- 
tion of Section 5219, U. S. Revised 
Statutes,” which describes in full 
the opposition to these bills which 
have not been favorably reported.) 


Postal Savings 


A bill has been favorably reported 
to the House which would amend 
the Postal Savings Law by increas- 
ing the rate of interest to be paid 
depositors from 2 to 3 per cent., the 
maximum deposit to $5,000 and 
provide for joint and trust ac- 
counts. The American Bankers 
Association has been consistently 
opposing this bill. A number of 
other bills which have not been re- 
ported. provide for the investment 
of the Postal Savings funds in 
government securities and farm 
loan bonds. Companion bills intro- 
duced in House and Senate would 
create an Industrial Savings Act 
which would extend the Postal sys- 
tem, allowing checking accounts 
and loans and provide for a general 
banking business. 
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Revenue 


A large number of bills ameni- 
ing the Revenue Law have been 
introduced and are pending. No 
detailed mention of these can be 
made. One bill introduced at the 
instance of the American Bankers 
Association would repeal the pro- 
vision which allows $300 exemption 
of income to depositors in building 
and loan associations. 


Agriculture 


There are a large number of 
pending measures which amend the 
Federal Farm Loan Act and are for 
the benefit of agriculture generally, 
concerning which no mention can 
be made. Among these bills is one 
introduced in both House and Sen- 
ate in the form recommended by the 
Joint Commission of Agricultural 
Inquiry which would establish farm 
credit departments of Federal land 
banks. 


Exchange Charges 


Among the pending bills of inter- 
est to bankers are a number which 
would amend the Federal Reserve 
Act with respect to exchange 
charges, authorizing banks to which 
items are sent by the Federal re- 
serve banks to make collection 
charges and authorizing the Fed- 
eral reserve bank to charge the 
bank from which such checks are 
received the exchange or remittance 
charge incurred in their collection. 


Miscellaneous Subjects 


A number of bills are pending to 
provide Federal regulation of the 
issuance of fraudulent securities. 
The Digest of Pending Legislation 
which has been issued by the Com- 
mittee on Federal Legislation of the 
American Bankers Association in- 
cludes many other subjects of legis- 
lation, contained in pending bills, 
of which limits of space prevent 
adequate mention. Among these 
subjects are amendments of the 
Bankruptcy Law; the bonus; vari- 
ous bills relating to coinage and 
currency; false advertising; the 
foreign debt; foreign banking and 
trade and other subjects. 
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Landmarks 


By WALTER LICHTENSTEIN, Ph.D. 
Executive Secretary, The First National Bank of Chicago, and First Trust and Savings Bank, Chicago. 


The World Has Not Always Realized When One Period Has’ Come to an 


End and Another Has Begun. 
But in Order to Continue to Exist. 


Peace Necessary Not Merely for Prosperity 
Will We Select the Path Which Will 


Bring Us in Time to the Desolation of the Ages Following the Fall of Rome? 


S. M. HUTCHINSON, in 

A If Winter Comes, says: 
“Landmarks, in the course 

of a journey, are more frequently 
observed and noted as landmarks 
when looking back along the jour- 
ney than when actually passing 
them. They belong generically to 
the past tense, one rarely says, “This 
is a landmark’ ; usually “That was a 
landmark.’” May we not imagine 
the present to be a landmark in the 
history of the United States, a mile- 
stone in international relationships, 
a signboard marking the climax of 
a wonderful civilization grown old, 
a signboard pointing in the one di- 
rection to the pathway of everlast- 
ing peace and to the fruition of 
man’s age-old dream of the univer- 
sal brotherhood of man, and in the 
other direction to the crooked road 
of human selfishness and greed, 
which will lead slowly but surely to 
the wreck of civilization itself? 
That the world has not always real- 
ized when one period has come to 
an end and another begun is proved, 
if by nothing else, by Roman his- 
tory. There are probably many 
who will recall their school histories 
and remember that the end of the 
Roman Empire came in the year 
476 A. D., and that that date marked 
the end of a civilization and a period 
in the world’s history. The exact- 
ness of such a date quiets many, 
owing to the belief that if our civili- 
zation had come to an end we could 
also mark it in a definite way. Civ- 
ilization, however, is going on just 
as it did before. To be sure, there 
are military eruptions in Europe. 
The storm has been great and the 
waves are only gradually disappear- 
ing and what we see now and read 
about as happening in eastern and 
central Europe and elsewhere is 
merely the receding motion of the 
waters which have been beaten so 
violently. The fact is, however, that 
the year 476 A. D. marked no more 


clearly the end of a civilization than 
the year 1914 or 1918 may mark 
the end of another civilization. The 
people who lived in 476 and the 
people of many centuries thereafter 
had no realization that the old world 
had come to an end. Life went on 
in 477 much as it did in 475. In 
other words, what I am trying to 
convey is this fact, that the effect of 
the breakdown of a great civiliza- 
tion has nearly always been a mat- 
ter of gradual development, not 


What of Our Future? 


The world, even in so-called 
normal times, is always chang- 
ing. The high peaks of history 
are the crests of the waves of 
man’s movements. We _ have 
broken away from old traditions, 
a new era has begun. Policies, be- 


liefs, methods are being examined 
to determine their appropriate- 
ness to present needs and to as- 
certain where they may lead us 


in the new world into which we 
have been thrust. Reading the ac- 
companying article by Dr. Walter 
Lichtenstein is like standing on 
an eminence from which the ob- 
server gets a glimpse of world 
movements unhampered and un- 
disturbed by provincialism or the 
limitations of the age in which 
we live. The observer realizes 
that the decisions of today, the 
tendencies of the present are de- 
termining the future of our civili- 
zation, 


realized by contemporaries, and 
only appreciated fully by a later 
world. The Dean of Westminster 
Abbey, on the occasion of the cere- 
mony at the tomb of the unknown 
British soldier, said: ‘Modern his- 
tory began in August, 1914.” In 
the United States itself we have 
many evidences that we are break- 
ing away from traditional habits of 
thought and action. We have been 
distinctly an individualistic nation, 
proud of the fact that our govern- 
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ment did not intervene too much in 
our daily affairs, and that evils were 
allowed to right themselves. Now, 
however, everywhere governmental 
paternalism is spreading. We are 
seeking by means of laws and com- 
missions to regulate everything and 
to remedy every temporary political 
and economic evil. The world feels 
that it is out of joint, and no one 
knows exactly what the trouble is. 

Before entering upon the ques- 
tion of remedies and the state of 
mind which is causing so much 
trouble, let me point out certain 
obvious facts, most of which have 
been stated many times before. In 
a recent address which I delivered 
in Chicago I pointed out, among 
other things, the following pertinent 
facts: “Our export trade repre- 
sents, perhaps, less than 5 per cent. 
of the total business done in this 
country, but I need not tell a group 
of business men that 5 per cent. is 
about all the difference there is be- 
tween success and failure in most 
businesses and, moreover, if we 
speak of 5 per cent. this, as I have 
indicated, applies to all business, 
whereas in some of our fundamental 
industries the proportion is vastly 
greater. We must ship between 
250,000,000 and 300,000,000 bushels 
of wheat abroad every year, and of 
our average cotton crop of 11,000,- 
000 to 12,000,000 bales it is neces- 
sary for us to export about 
6,000,000 bales. Here in the Middle 
West we know that our packers, in 
order to be successful, must sell 
large quantities of their products 
to foreign countries. Thus most of 


the things that we export and that 
we must export represent the funda- 
mental industry of our country, 
agriculture, because, after all, about 
half of our population is still en- 
gaged in the cultivation of our soil 
in one way or another. If one-half 
of the population must sell a large 
part of its produce abroad in order 
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not to have the domestic supply far 
exceed the demand, then how can 
you expect business in the country- 
at large to be successful, if this half 
of the population is unable to buy 
in a normal way because it finds it- 
self surfeited with its. products, 
owing to the fact that the rest of 
the world, though needing the prod- 
ucts as much as ever, does not have 
the means with which to pay for 
them? How can anyone, then, 
speak of the necessity of attending 
to our own business and letting the 
rest of the world take care of it- 
self? It sounds so well to say 
‘America First,’ and all of us be- 
lieve in America first, but we do not 
serve America first if we believe that 
our business conditions can be 
righted by allowing ourselves—par- 
don the expression—to stew in our 
own juice. Continuing our specula- 
tion, it is clear to any reasoning per- 
son that we shall assist ourselves 
most by assisting others, by making 
our customers solvent again, thereby 
making it possible for them to occu- 
py a normal place in international 
trade. ‘America First,’ then, will 
mean not a short-sighted policy of 
refusing all credit to foreign coun- 
tries, but will mean the granting of 
credit under safe and tried condi- 
tions to those regions of the world 
with which we must do business in 
order to succeed ourselves. This is 
the true ‘America First.’ The 
British know this well, and they 
have extended credit not merely to 
countries like Czechoslovakia and 
Jugoslavia, which undoubtedly will 
be able to repay, but even to Soviet 
Russia, though loans to that region 
of the world are attended with 
considerable risk. But the British 
business men, made wise by the ex- 
perience of hundreds of years in 
international trade, realize that to 
have Great Britain first in the world 
it is necessary for Great Britain to 
have countries with which to do 
business.” 

One occasionally hears state- 
ments on the part of business men 
and bankers that, while all that I 
and others have said on this matter 
is the truth, still after all, interna- 
tional trade is going on—we are 
selling more or less and buying 
more or less—though the statistics 
for the year 1921 show that our for- 
eign trade in that year was only 50 
per cent. of what it was in 1920— 
and many lines of business are prof- 


$1,135 on Every Family 


The only hope of salvation is to 
cut down the expenses of the gov- 
ernment, and the one place where 
much can be saved is on arma- 
ments and other expenditures re- 
lating to wars. It has been said 
that of government expenditures 
80 per cent. goes for the cost of 
wars, past and future, and re- 
cently the matter was stated in 
another fashion: that the annual 
cost of our past wars represents 
an interest payment on a mort- 
gage amounting to $1,135 for 
every family in the United States, 
which in turn is equivalent to a 
mortgage of $55,000,000 on every 
congressional district in the 
United States. 


itable, even if amounting to only 60 
per cent. of the maximum. It is 
pointed out that there is an equiva- 
lent cutting down of the overhead 
charges, that economies are em- 
ployed which are not customary in 
more prosperous times, and that to 
a large extent the loss of sales and 
profits is offset by savings in va- 
rious directions. This is all very 
well for the business man, but how 
about the working man and the 
classes dependent upon him, who, 
as a result of such cutting down in 
industry, are thrown out of employ- 
ment? We must not speak of pros- 
perous times, or even moderately 
satisfactory times, unless all parts 
of the population willing to work 
are able to find work at a re- 
munerative wage. When this is 
not the case, national progress 
is interrupted. We stand still, and 
when a nation stands still for many 
years it really retrogresses. This is 
true at present nct merely of na- 
tions, but of the whole world as 
well, and the sooner we get out of 
this stagnant mire the better, nat- 
urally, for all concerned. Industry 
is languishing, as I see it, not so 
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In 1914 the farmer had to ex- 
pend in freight charges for the 
purchase of a gang plow 114 


bushels of corn, as against 670 


bushels in 1921. It is estimated 
that the total value of the agri- 
cultural crops last year was about 
$10,600,000,000, of which about 20 
per cent. will be paid in freight 
for bringing the crop to market. 


much because our own affairs are i: 
disorder as because a large part o: 
the world is unable to work, unabk 
to produce, unable to buy and sell 
All of us are burdened with taxa 
tion as a result of the wars gone by 
and on account of the need of prep- 
aration for the wars to come. Un 
less we can rid ourselves and others 
can rid themselves of the huge ex 
pense involved in armaments, pen 
sions and the like the world will 
stagger along under an_ ever- 
increasing load, and there is a rea! 
danger that our civilization will 
gradually decay and disappear, as 
other civilizations have done. 


It is often carelessly said that 
these enormous expenses of war are 
after all not serious, because they 
are paid out of the taxes levied upon 
the surplus of the rich. This doc- 
trine is a double fallacy, because in 
the first place most taxes are passed 
on in one form or another to the 
ultimate consumer, constituting, 
therefore, part of the cost of exist- 
ence of the masses, and in the na- 
ture of things weigh most heavily 
upon them. In the second place, the 
individual and the corporation use, 
after all, only a small proportion of 
their surplus on luxuries or‘ other 
personal or corporate needs. Most 
of the earnings are turned back into 
industry and commerce, and it is 
out of this surplus that expansion is 
made possible, the increase of the 
population is profitably employed, 
and the world moves on. The gov- 
ernment, out of the money which it 
takes, does very little for develop- 
ment, but consumes nearly all of it 
in non-productive enterprises. The 
result is that our taxes are increas- 
ing continually and are hampering 
the development of industry and 
commerce at every turn. At the 
present moment and under present 
circumstances the government is 
perhaps not so much to blame, be- 
cause somehow or other it must 
meet its bills, and it cannot do so 
without levying heavy taxes, which 
affect directly and indirectly every 
part of our population. The only 


hope of salvation is to cut down the . 


expenses of the government, and 
the one place where much can be 
saved is on armaments and other 
expenditures relating to wars. It 
has been said that of government 
expenditures 80 per cent. goes for 
the cost of wars, past and future, 
and recently the matter was stated 
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in another fashion: that the annual 
cost of our past wars represents an 
interest payment on a mortgage 
amounting to $1,135 for every fam- 
ily in the United States, which in 
turn is equivalent to a mortgage of 
$55,000,000 on every congressional 
district in the United States. 

When such are the figures, and it 
makes little difference whether or 
not they are exactly correct, is it sur- 
prising that we are having hard 
times and that the depression is long 
continued? Is it surprising that in 
order to escape taxation as far as 
possible large investors are driven 
to put their money into tax-exempt 
securities, which in themselves are 
a menace in many ways, encourag- 
ing reckless expenditures on the 
part of municipalities, which have 
more cheap capital at their disposal 
than they can properly use? Is it 
surprising that it has become in- 
creasingly difficult for the railroads, 
the arteries of our commercial life, 
to find the capital wherewith to pay 
for proper upkeep and expansion. 
The owners of the railroads in years 
gone by may not always have 
treated the public fairly, and many 
individuals may have been guilty of 
acts, which, if not actually dishonest 
in accordance with the laws of the 
times, certainly did not conform to 
any high standard of ethics, but 
whoever and whatever is to blame, 
the railroads have been and are in 
bad shape, and the country cannot 
prosper without proper railroad 
facilities. The great systems of to- 
day were made possible by the de- 
velopment of the country, but the 
development of the country was also 
made possible by our great railroad 
systems. As things are at present, 
there is grave danger that these 
properties will be driven slowly 
but surely into government owner- 
ship, which, from a political stand- 
point, I should consider a serious 
disaster to the country. It is diffi- 
cult to visualize the pernicious 
power of the huge political machine 
that might, and probably would be, 
built up by the employees of the 
railways. In all probability the day 
would come when service to the 
country would be a secondary con- 
sideration. Certain it is that man- 
agement would be deprived of much 
of the initiative and incentive which 
it now displays, and that in the end 
would mean increased tax burdens 
to he borne by the public. The pres- 
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ent, however, presents some vexing 
problems which need and must have 
the heartiest cooperation of railroad 
management and government offi- 
cials, There can be little question 
that freight rates are handicapping 
business enterprises and impeding 
the resumption of normal commerce. 
It is equally true that wages and 
working conditions are the largest 
factors in operating expense. To 
liquidate these items upon an equit- 
able basis will require a large mea- 


Can We Let the World 


Alone? 


Our export trade represents, 
perhaps, less than 5 per cent. of 
the total business done in this 
country, but 5 per cent. is about 
all the difference there is between 
success and failure in most busi- 
nesses. We must ship between 
250,000,000 and 300,000,000 bush- 
els of wheat abroad every year, 
and of our average cotton crop of 
11,000,000 to 12,000,000 bales it is 
necessary for us to export about 
6,000,000 bales. Here in the 
Middle West we know that our 
packers, in order to be successful, 
must sell large quantities of their 
products to foreign countries. 
Thus most of the things that we 
export and that we must export 
represent the fundamental indus- 
try of our country, agriculture, 
because, after all, about half of 
our population is still engaged in 
the cultivation of our soil, in one 
way or another. If one-half of the 
population must sell a large part 
of its produce abroad in order not 
to have the domestic supply far 
exceed the demand, then how can 
you expect business in the coun- 
try at large to be successful if 
this half of the population is un- 
able to buy in a normal way be- 
cause it finds itself surfeited with 
its products, owing to the fact 
that the rest of the world, though 
needing the products as much as 
ever, does not have the means 
with which to pay for them? How 
can anyone, then, speak of the 
necessity of attending to our own 
business and letting the rest of 
the world take care of itself? 


sure of patience and common sense 
upon the part of management, labor, 
the government, and the public, 
That they must be liquidated, and 
speedily, is impressively evidenced 
by the statement of a manufacturer 
of tractors, who recently cited the 
following figures, namely, that the 
cost of the freight on everything, 
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from the raw materials to the fin- 
ished product, that went into the 
making of a large gang plow, the 
shipping of the completed plow 
from Chicago to Culbertson, Neb., 
in the heart of the corn belt, and 
the shipping of the corn to market 
to pay for this plow, amounted, in 
1914, to $25, as against $194 in 
1921. In other words, in 1914 the 
farmer had to expend in freight 
charges for the purchase of a gang 
plow 114 bushels of corn, as against 
670 bushels in 1921. It is estimated 
that the total value of the agricul- 
tural crops last year was about 
$10,600,000,000, of which about 20 
per cent. will be paid in freight for 
bringing the crop to market. It 
seems to me that I need not dwell 
any longer on this phase of the sub- 
ject. The lessons of these statis- 
tics are self evident. 


It is not unnatural, when the 
country finds itself confronted with 
so many problems of such a serious 
nature, that there should be reme- 
dies proposed from every side, and 
it is to be expected that many of 
these are of the keenest interest to 
bankers. At present there is grave 
danger that there will be tinkering 
with the Federal reserve system. 
Like other human creations, it is not 
perfect, but it has been of tremen- 
dous benefit to this country, even in 
the few years of its existence, and it 
is difficult for us to see how we could 
have wéathered the storm of war 
and the years immediately following 
without some such arrangement as 
the Federal reserve system pro- 
vided. “The real function of the 
Federal reserve system is to make 
possible the expansion and contrac- 
tion of the currency demanded by 
the continuing changes in business 
conditions. As the country be- 
comes more densely settled and 
industrial development continues, 
there will likely be need for a grad- 
ual permanent expansion of cur- 
rency which will be met partly by 
increase in actual metal, but largely 
by the increase in other forms of 
currency. Alongside of such per- 
manent increase there will be the 
seasonal expansion and contraction 
which appears in the statistics of the 
central banks of all the larger coun- 
tries.” We have had little experi- 
ence as to how expansion and con- 
traction of currency under the Fed- 
eral Reserve Act will function in 
normal times. The establishment 
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of the Federal reserve system was 
followed almost immediately by the 
crisis brought on by the European 
War, which, owing to government 
needs, brought about an inflation of 
the currency entirely out of pro- 
portion to the ordinary normal busi- 
ness requirements. Consequently, 
we are unable to say exactly how, 
under normal and regular business 
conditions, this chief function of 
the Federal reserve system will 
operate. “But it has been proved 
that the raising and lowering of the 
rediscount rates by the Federal re- 
serve banks influences very greatly 
the lending of money by the banks. 
The question may be raised whether 
this is not due more to the pressure 
of the example set by the Federal 
reserve banks than to the mere 
change of a relatively small percent- 
age in the rediscount rate. But, be 
that as it may, the banks of the 
country have followed the lead of 
the Federal reserve system. Pos- 
sibly it would have been well if the 
raising of the rediscount rates after 
the armistice had taken place ear- 
lier. It is an open secret that the 
members of the Federal Reserve 
Board, as well as of the Federal 
Advisory Council, advocated such a 
policy long before it was put into 
effect. 
ment, however, intervened, and the 
necessity for the Treasury to com- 
plete its war-time funding opera- 
tions superseded the dictates of a 
sound economic policy. Similar mo- 
tives, and not entirely the require- 
ments of sound banking practice, 
may have caused the early and 
rapid lowering of the rediscount 
rate. A recent pamphlet issued by 
the Chase National Bank of New 
York has presented many effective 
arguments which tend to show that 
the rediscount rates ought to be de- 
termined by the prevailing commer- 
cial paper rates rather than by other 
considerations. That such rates 
should be higher than the open 
market rate is unquestionably a 
sound policy. 

“The peak of Federal reserve 
notes in actual circulation was 
reached on October 22, 1920, at 
which time these amounted to $3,- 
356,199,000. These notes were first 
issued in November, 1914, but in 
the beginning increased very slowly. 
Even as late as July 1, 1917, the 
total of Federal Reserve notes out- 
standing was only $544,412,775. By 


The needs of the govern-_ 
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July 1, 1918, the amount had, how- 
ever, more than trebled, amounting 
at that time to $1,713,074,255. At 
the time of the armistice the 
amount had increased to $2,562,- 
517,000, and on September 21, of 
this year, the amount in circulation 
was still $2,474,676,000, a reduction, 
however, of nearly one billion dol- 
lars from the high point. It is to 
be hoped that this reduction will 
continue until we reach a point 
which may be regarded as meeting 
the normal requirements of busi- 
ness. Until now the banks of the 
country have acted in a patriotic 
manner and have generally favored 
liquidation. It may be feared, how- 
ever, that such an unselfish policy 
will not be continued indefinitely if 
the Federal reserve banks make it 
profitable, by keeping the rediscount 
rate below the ordinary commercial 
rate, for their member banks to 
lend as much as possible. We there- 
fore face the danger of a period of 
renewed inflation which must not be 
confounded with normal expansion 
required by business development.” 


Federal Reserve 


“The chief danger in the whole 
situation is that the Federal reserve 
system may be employed to benefit 
now one section of the population 
and now another, with the result 
that its primary purpose would be 
completely lost sight of. Its pri- 
mary and, to a large extent, its sole 
function ought to be the prevention 
of unnecessary financial panics, of 
which this country has experienced 
altogether too many in the past. 
But for this courage is needed on 
the part of the Federal Reserve 
Board, and it must turn a deaf ear 
to political pleadings and prompt- 
ings of all kinds. Just as the coun- 
try would not entrust engineering 
projects to a lot of laymen, so the 
handling of a banking system ought 
to be in the hands of experts and not 
in the hands of politicians. The 
fixing of the rediscount rate ought 
not to. be subject to the desires, 
whims, and needs of any political 
faction or any special interests. 
Every true well-wisher of the Fed- 
eral reserve system will desire that 
in the course of time it limit itself to 
the purposes for which it was cre- 
ated, that it may be kept out of 
politics, and that it may not be used 
as a panacea for all financial evils 
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threatening the country as a whole 
or any class or section thereof.’’* 
The world is an economic whole. 
and the troubles from which we ar 
suffering are due, to a large extent 
to the fact that apparently each 
country is still intent upon further 
ing solely its own interests, and thai 
not even in an enlightened fashion 
The Great War, in spite of all its 
horrors, has seemingly failed to im- 
press upon the race the lessons 
which it ought to have taught. Thus 
there can be no prosperity without 
peace, and there can be no real 
peace until there is a will to peace 
Of such there is little enough evi- 
dence. The Conference at Wash 
ington, worthy as its objects were, 
will not bring us any nearer to peace 
unless many fundamental conditions 
change. It will make the burdens 
of war less during the period of 
nominal peace, but nations can fight 
with restricted armaments just as 
well as they can with the enlarged 
armaments with which we became 
familiar before and during the war. 
The state of mind of nations is 
apparently still such that the results 
of the Conference may conceivably 
not be the achievement of a perma- 
nent peace, but will give the world 
merely a breathing spell during 
which it may recover economically 
from the burdens of the last war, in 
order to be ready for the next. I 
give way to no man in my admira- 
tion for France and what France 
has done for civilization and for 
the preservation of the liberties of 
the world, but France still feels that 
Germany is only biding its time in 
order to regain either all or some 
of what it lost in the war. It is diffi- 
cult to see how the Germans can 
convince the French, in their pres- 
ent state of mind, that they intend 
to keep the peace of the world. It 
is generally admitted that the pres- 
ent German Government is honest 
and is trying to do all it can, but 
because there is a certain section 
of the population, such as is likely 
to exist in any country, which still 
dreams of militaristic enterprises, 
France, without what it considers 
adequate guarantees on the part of 
its allies, fears for the future and 
believes that its only salvation con- 
sists in checking Germany at every 
turn and thereby making it more 
*Quotations from an article in “Annals 


of the Academy of Political and Social Sci- 
ence” for January, 1922, by James B. Forgan. 
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and more difficult for the present 
German Government, in which 
France has confidence, to exist. On 
the other hand, human nature being 
as it is, as long as the French main- 
tain their present attitude toward 
Germany, the German people will 
naturally look upon the French as 
their inveterate enemy, who is seek- 
ing by every means possible to en- 
compass their ruin and destruction. 
[ am not concerned with the 
charges or countercharges, but I 
am merely trying to point out that 
a reduction of armament here and 
there, while it is something to be 
grateful for, will not relieve civili- 
zation from the dangers which 
threaten to engulf it. 


Cause of Most Wars 


In the last decade the world has 
seen the creation of propaganda on 
a scale which it has never known 
before, and the newspapers of the 
world are breaking more window 
panes, to use Bismarck’s illustra- 
tion, than can ever be paid for. 
While our statesmen, with the best 
intent in the world, are trying to 
bring about better relations with 
Japan and other nations, the news- 
papers by their editorials and head- 
lines are continually sowing the 
seeds of distrust and enmity and 
creating a soil in which only war 
can grow, and never peace. 

The world is an economic whole. 
It is out of the failure to realize 
this that most wars have come, for 
in all ages the fundamental cause 
of war has been economic. The 
Carthaginians attacked Rome and 
the Romans attacked Carthage be- 
cause both wished to control ex- 
clusively the Mediterranean basin, 
the great center of the trade of the 
ancient world. Both claimed that 
it was only due to the wicked oppo- 
nent, who was unfair in his dealings 
and who would never keep his word, 
that it was necessary to arm and to 
fight. And if you take the sagas 
of the Scandinavians and the Niebe- 
lungen Song you will see again that 
men fight only because the neigh- 
bor is wicked and warlike, while 
they themselves are peaceful, hon- 
est, and God-fearing. It is true of 
nations as of individuals that they 
“see the mote in their brother’s eye, 
but consider not the beam that is 
in their own.” We are all of. us 
saturated with historical fallacies, 


such as that all other nations have 
been expansionists, while we have 
never taken anyone else’s land. As 
a matter of fact, we have been one 
of the great expansionist nations of 
the world, and our country, which 
started out with thirteen original 
colonies along the fringe of the At- 
lantic seaboard, has spread, through 
purchase and conquest, far into the 
west and into the south. Japa- 
nese who wish to point out our 
faults, as our newspapers point out 
theirs, without any diplomatic re- 
serve, can quote from our great and 
our small newspapers column after 
column showing the existence of 
powerful influences in this country, 
which advocate the invasion and 
practical incorporation of Mexico 
and of other countries in Central 
America as far as the frontier of 
Panama, which is already under our 
control. It may be answered that 
this does not represent the real 
opinion of the country, but possibly 
neither do similar views in Japan, 
upon which we base our belief that 
Japan is casting greedy eyes upon 
its neighbors. It may also be 
claimed that we would not dream of 
entering Mexico, were it not for the 
fact that the country is in a state 
of more or less continual turmoil, 
and that its inhabitants are unable 
to develop its large economic re- 
sources which are more and more 
necessary to the whole world; but, 
similarly, the Japanese can point to 
the continued revolutions in China 
and to the fact that the Chinese 
also seem to be unable or unwilling 
to develop the huge resources of 
that country, which are just as nec- 
essary for the world as are those 
of Mexico. And if we come to the 
white race as a whole, I surely need 
not present in detail proof that it 
has gradually sought to control 
every other race and every part of 
the world. The one exception is 
Japan and those regions which 
Japan seeks to control, and the 
Japanese may well say, whether 
rightly or not, that the reason that 
they have been free from the ag- 
gression of the white and have been 
able to develop is because their 
army and navy are large enough to 
make the conquest of Japan and the 
regions which it controls a some- 
what hazardous undertaking. I 
hold no brief for Japan. I also have 
pride of race, and I hope and wish 
that my race may remain dominant, 


but you get nowhere if you do not 
realize that there is also something 
to be said for the other fellow, and 
that he may not always believe in 
your altruism and_ unselfishness 
when he has so many reasons to 
believe the contrary. 


Settlement of Debts 


There are no evidences that I 
can find that the nations of the 
world are willing to throw down 
economic barriers. The desire of 
all is to sell as much as possible and 
to buy as little as possible, and to 
further these aims the tariff walls 
become higher and higher, until 
they are almost insurmountable. 
Everyone wishes to gain as much 
and give as little as possible, and 
every individual and every nation 
demands its pound of flesh regard- 
less of the effect on the debtor, and 
even without much consideration as 
to the effect upon himself. Inter- 
national debts must be paid and 
reparations must be met, we do not 
care how, or whether, as a result 
of such payments, the countries 
making them become industrially 
weak and impotent, and we do not 
consider seriously whether it is 
even desirable for ourselves to re- 
ceive the huge amounts in question. 
On the one hand, payment is de- 
manded, but on the other hand, we 
do everything possible to make the 
payment impossible. International 
debts can be settled in only three 
ways: First, by the shipment of 
gold; second, by payment in goods 
or services; third, by the sale of 
securities. As regards the first 
method, it must be remembered 
that the creditor countries own 
practically all the gold of the world. 
As to the second, we show no desire 
in this country, and the other cred- 
itor nations show no inclination, to 
have their markets flooded by the 
goods of debtor nations, which 
would create more and more unem- 
ployment in the nations receiving 
such goods. With respect to the 
third method, I have noticed in this 
country no considerable inclination 
to further projects which will make 
it possible to use the surplus funds 
of this country for purposes of in- 
vestment in foreign lands. 


Isolation Impossible 


The difficulty of payment of in- 
ternational debts, especially the 
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effects which such payments have 
upon creditor countries, shows 
vividly how impossible it is to speak 
of any country as being independent 
of every other country. We have 
no direct interest in the German 
reparations. We are not one of the 
beneficiaries of these payments. 
Nevertheless, every time that Ger- 
many makes one of these large pay- 
ments to our Allies we feel the re- 
percussion in this country. What 
happens is this: The German work- 
man has a vivid recollection of what 
the blockade meant during the war 
and the months following the ar- 
mistice. Consequently any threat to 
reimpose these conditions will cause 
him to work the way no laboring 
man will work under ordinary cir- 
cumstances and under conditions 
which we certainly should not like 
to see repeated in our own country. 
Every time a new payment must be 
made which Germany finds difficulty 
in meeting the government forces 
the turning out of more products at 
lower prices, so that the markets of 
the world are in danger of being 
flooded with German goods selling 
at prices with which we cannot com- 
pete, and which nothing short of 
an absolute embargo can keep out 
of the country. Consequently we 
are helping to bear some of the bur- 


dens of the German reparations, 


and the same is, of course, true of 
many other countries. It is one of 
the indirect causes of unemploy- 
ment in the United Kingdom and in 
this country. We are therefore 
perforce directly interested, even 
though we seek to maintain a posi- 
tion of splendid isolation. This is 
only one of the features of the in- 
ternational situation which interest 
us, and I have mentioned it merely 
to show how foolish is the talk that 
we should dissociate ourselves from 
the rest of the countries of the 
world and return to the state of our 
forefathers, mind our own business 
and pay no attention to anyone else. 
As a matter of fact, our forefathers 
had to buy and sell internationally, 
just as we must do. Our country 
could not have been built up with- 
out foreign capital. Our railroads 


and our mines and our farms have 
been developed by the investment 
of British, German, French, and 
Dutch capital to the extent of many, 
many millions, of which there were 
still about $6,000,000,000 in this 
country in 1914 when the Great 
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War broke out. Then, too, we 


might do well to consider what. 


became of all our surplus pro- 
duction of raw materials dur- 
ing the early days of the de- 
velopment of our country. His- 
tory, of course, proves that they 
were exported and that in return 
we received manufactured articles 
in large quantities. Our develop- 
ment would have been much re- 
stricted if we had been compelled to 
produce everything we needed our- 
selves, whether prepared to do so or 
not. To do so would not only have 
hampered us, but would have been 
a great hardship as well. It was 
easy for us in those early days to 
grow wheat, corn, cotton and raise 
cattle for export purposes, much 
easier than it would have been to 
supply ourselves with manufactured 
goods, much less expensive, and 
much less consuming of our ener- 
gies. I understand very well that 
the people who say we should iso- 
late ourselves from the rest of the 
world generally have political iso- 
lation in mind and not economic 
isolation. But there cannot be one 
without the other. Since the world 
is an economic whole, and I believe 
a political whole, we are seriously 
affected, as I have tried to show, 
by what goes on in other countries. 
To the extent only that we are will- 
ing to participate in the affairs of 
the world can we make our influ- 
ence felt and preserve our own in- 
terests. If we preserve a position 
of splendid isolation we can have 


nothing to say in the settlements in . 


Europe, especially in Germany and 
Russia, settlements which will af- 
fect our own economic development 
to a very large extent in the years 
to come. For the world is an eco- 
nomic whole. 


Peace Is Necessary 


We must have peace, not merely 
in order to flourish but in order to 
continue to exist. I‘have not tried 
to paint a beautiful or hopeful pic- 
ture, and yet it is only a feeble copy 
of that wonderfully tragic painting, 
on the canvas of which, in letters of 
deepest crimson, you will find the 
name of the world’s highest-priced 
artist, War. Surely, the present 
does mark an international mile- 
stone, a signboard at the parting of 
the ways. Will we follow the high- 
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way of sane, unselfish thought an 
purpose, or will we select the de- 
vious path of diplomatic deception, 
which will bring us in time to the 
desolation of the ages following tlie 
fall of Rome? The next few year; 
perhaps the next few months, 
will give an answer. Following 
the tragedy of Versailles, whicli 
wrecked so many of the ideals and 
aspirations of a tired world, the con 
ferences to come hold out almost 
the one last hope for a political and 
economic unity, which alone can 
preserve and promote human wel- 
fare. Will they succeed or fail 
They cannot fully succeed until 
Germany and Russia are again 
made members of the community 
of nations in every sense of the 
word. Russia with its vast terri- 
tory, and Germany with its large 
and intelligent population cannot be 
permanently left aside if the worl 
is to be reunited in peaceful labor. 
If these conferences fail we may 
have to revert to the condition of 
the ancient world, when the peace 
was kept not by agreement on the 
part of many nations, but by the 
might and power of one. It may 
not sound well to say so, but in the 
end, in order to preserve our civili- 
zation and our race, it may be neces- 
sary for the great English-speaking 
nations of the world, the British 
Empire and the United States of 
America, to form a league which 
will tell all other nations what they 
can have and what they can do, and 
it will be for them to hear and obey. 
Such a union would not mean the 
end of all wars; in fact, it would 
very possibly be the breeder of wars. 
My thought, however, is that the 
course of events during the next 
five or ten years will determine 
civilization’s status for the next fifty 
or hundred years, and I believe it is 
highly possible that the English- 
speaking peoples can exert sufficient 
influence during the next decade to 
avert another war during that time. 
If this should succeed it would 
probably mean half a century or 
more of development and progress. 
This may be the best we can 
do, even though such an arrange- 
ment would merely emphasize the 
thought of Mommsen, the great his- 
torian of Rome, when in 1885 he 
compared the civilization of the 
nineteenth century with that of the 
Roman Empire, and said: “Old 
age has not the power to develop 
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new thoughts and display creative 
activity, nor has the government of 
the Roman Empire done so, but in 
its sphere, which those who be- 
longed to it were not far wrong in 
regarding as the world, it fostered 
the peace and prosperity of the 
many nations united under its sway 
longer and more completely than 
any other leading power has ever 
succeeded in doing. It is in the 
agricultural towns of Africa, in the 


homes of the vine-dressers on the 
Moselle, in the flourishing town- 
ships of the Lycian mountains, and 
on the margin of the Syrian desert 
that the work of the imperial period 
is to be sought and to be found. 
Even now there are various regions 
of the East, as of the West, as re- 
gards which the imperial period 
marks a climax of good govern- 
ment, very modest in itself, but 
never withal attained before or 


since; and if an angel of the Lord 
were to strike the balance whether 
the domain ruled by Severus An- 
tonius was governed with the 
greater intelligence and the greater 
humanity at that time or in the 
present day, whether civilization 
and national prosperity generally 
have since that time advanced or 
retrograded, it is very doubtful 
whether the decision would prove in 
favor of the present.” 


“What Ails Our Bank?”’ 


UT in the wheat district a 

bank executive, anxious to 

ascertain what to do to in- 
crease the progress of his institu- 
tion, wrote a letter of inquiry which 
might have come from any other 
district, for it is typical of a com- 
mon state of mind and of a problem 
that is not sectional. The letter 
follows: 

“The request we have to make 
may be unusual, but, anxious as we 
are to have helpful suggestions, we 
are writing to you for expert advice. 

“Our little bank here is many 
years old, but our present business 
does not indicate a steady growth 
for that time. Unfortunately, there 
have been several crises that undid 
the work of previous years. It has 
gone through within the past three 
months another reorganization. We 
— we are safely launched at 
ast 

“Our past experience has cost us 
much business. All our efforts are 
bent toward regaining what has 
been lost. Any expert advice you 
can offer will be appreciated. 

“Our territory is a wheat farm- 
ing section.” 

In lieu of advice given without 
a comprehensive knowledge of con- 
ditions, the inquiry was answered 
by asking questions in the following 
letter : 

“In view of the fact that I know 
so little about your institution and 
the town in which it is located, I do 
not think I am able to tell you any- 
thing worth while. However, I 
will ask you the following ques- 
tions: 


By GEORGE E. ALLEN 


“1, Are your directors repre- 
sentative men in your community, 
and do they constantly work for 
the bank, not only in obtaining de- 
posits, but likewise in discriminat- 
ing between loans that are abso- 
lutely good and those that are 
liable to become frozen? 

“2. Do you keep in sufficiently 
close touch with your stockholders 
to make them everlastingly work 
for the bank? The influence of 
stockholders is often more effective 
than anything else in the prosperity 
of any institution. 

“3. Are you utilizing in an effec- 
tive way advertising in your local 
newspaper? Most banks pay for 
space in newspapers, but do not use 
material that does any particular 
good. 

“You speak of several crises that 
your institution has experienced. 
Such things can only be overcome by 
the establishment of complete confi- 
dence, and this can only be done 
through the influence of prominent 
citizens who command confidence. 
The officers, of course, do every- 
thing within their power, but it is 
the character and work of directors 
and stockholders that really count. 

“Are you and your president able 
to talk to farmers about wheat not 
only in your state, but throughout 
the world? Such talk may not seem 
to amount to much locally, but it 
indicates that the officers under- 
stand the business and inspires con- 
fidence in the community.” 

Consideration of these questions 
evidently enabled the inquiring 


banker to furnish his own answers, 
as his final letter indicates: 

“The questions you have asked 
are teeming with pertinent sugges- 
tions and advice, and we are pleased 
to answer them as follows: 

“1. Our directors are representa- 
tive men of financial responsibility. 
They are faithfully and interestedly 
performing the duties required of 
them, namely : ‘directing the affairs’ 
of the bank. But, they can do more. 

“2. The stockholders do not fully 
realize the necessity to actively co- 
operate with the officers in work- 
ing for the bank. I have written 
them letters, but not enough of 
them. I think that I shall make 
your letter the subject of a stock- 
holders’ circular. 

“3. I am endeavoring to make 
our newspaper advertising effective 
by keeping away from the stale 
copy, and by using ‘pulling’ ma- 
terial. I am really giving the ad- 
vertising much thought and atten- 
tion. 

“4, My president, and especially 
myself, are not well informed about 
the wheat conditions and markets. 

“In asking the questions you did 
you have helped us.” 


More than 500 applications for gov- 
ernment guarantees of special business 
undertakings authorized under the Trade 
Facilities Act for the relief of British 
unemployment and stimulation of British 
export trade have been submitted for 
approval of the treasury committee ap- 
pointed three months ago to pass upon 
such proposals. The British Government 
is prepared to guarantee enterprises which 
meet with approval up to a total of 
£25,000,000 


The Condition of Business 


are reflecting on the farm and 

elsewhere the effect of the 
governmental aid to the farmers. 
3esides this, the springtime stimu- 
lus has added improvement to gen- 
eral business conditions and to con- 
fidence and encouragement. The 
lowest dip of the depression, both 
actual and psychological, is now, 
according to the consensus of opin- 
ion, well passed. “In the past few 
months the American people have 
realized,’ as the Cleveland Trust 
Company expresses it, “more clearly 
than ever before that the prosperity 
of the country is closely related to 
the buying power of the farmer. In 
this country the total value of all 
farm crops is al- 
most exactly equal #5 
to the value of 


Pp RESENT business conditions 


manufactured 
products, if wesub- 

tract from the lat- * 

ter the worth of 

the raw materials * 
entering into them. 

In other words, the ™ 
value of the crops - | 


is equal to the val- 

ue added to raw || 

materials by fac- 

tory processes.” 

Just how this 70 15 
aid to agriculture 
has worked out is indicated by the 
New York Trust Company: “An 
idea of how much the recent ad- 
vances may mean to agricultural 
interests can be obtained by multi- 
plying the 1921 quantities of prin- 
cipal crops by the amount of the 
advances in price. While there 
is a highly theoretical element in 
such a computation, it neverthe- 
less aids in giving an idea of the 
possibilities which lie in this situa- 
tion. 

“Based on the 1921 production, 
a 15-cent advance in corn prices 
means an additional $462,000,000; 
a 30-cent advance in wheat, $238,- 
000,000 ; a 3-cent advance in cotton, 
$125,000,000 ; and an advance of $1 
per ton for hay, $97,000,000; or a 
total of nearly $1,000,000,000 on 
our four principal crops alone. 

“The argument has been raised 
that the recent advances will be of 
no’ benefit to the farmer until next 


| 
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VALUE OF 
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fall because he has already mar- 
keted the bulk of his crops. 

“This is probably true in the case 
of wheat, since the recent govern- 
ment estimate of the farm holdings 
of grains indicates that 83 per cent. 
of the wheat crop has left the farm- 
ers’ hands. 

“In the case of corn, however, it 
is estimated that 43 per cent. of the 
crop still remains in the farmers’ 
hands, and as these stocks are 
steadily being sold at higher prices 
either as corn or in the form of 
hogs, the resulting increase in 
farmers’ purchasing power is indi- 
cated.” 

The volume of building is 
checked by costs of the labor in 
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every operation from raw material 
to the last stage of construction. 

This impediment to better busi- 
ness, better times and more employ- 
ment is regarded as falling chiefly 
upon labor itself. 

The President’s Conference on 
Unemployment reports a vastly im- 
proved condition. More men are 
getting jobs and fewer men are fil- 
ing applications for employment. 
For every 100 places listed at the 
Federal bureaus, it was announced, 
there were 226 applicants in Janu- 
ary, 205 in February and 194 in 
March. For every 100 registra- 
tions 38 ‘found places in January, 
41 in February and 43 in March. 
Directly related to labor everywhere 
in the United States is the official 
announcement, coming from the 
Ford plant, that a 5-day, 40-hour 
week for Ford employees had been 
determined upon as a permanent 
working policy, under which there 
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is to be retained a $6-a-day wage 
minimum. The change affects 50,- 
000 men and necessitates a 3,000 
increase in the force. 

The average weekly earnings of 
New York State factory workers 
were $24.43 in January, a decrease 
of 38 cents from the average earn- 
ings reported in December, and of 
$3.18 from the earnings of January, 
1921. 

The many favorable indications 
of progress toward normal business 
—prominent among which is the 
steady improvement in iron and 
steel—were on April 1, however, 
somewhat offset by impending 
events of a disturbing nature, chief 
among which were the coal strike 
and the bonus, and 
secondary, the 
spreading of the 
New England tex- 
tile industry trou- 
bles. 

That the cotton 
mill strike in 
Rhode Island is 

not merely a mat- 
| ter between the 
owners and_ the 
employees is em- 
phasized by a study 


of this situation 
10 15 2 given in The In- 
dex: 


“The strike in Rhode Island was 
called when the manufacturers an- 
nounced on January 23 an inten- 
tion to put into effect a 20 per cent. 
wage decrease. This decrease 
would have left wages 70 per cent. 
above the pre-war level, and what 
is more important still, 20 per cent. 
above the wages paid in southern 
mills with which the New England 
mills compete. Coupled with the 
demand for retention of the present 
wage scale is a demand for a forty- 
eight-hour working week. the 
present hours throughout New 
England — with the exception of 
Massachusetts — being fifty-four 
hours. Massachusetts has a forty- 
eight-hour law which has_ been 
found burdensome upon the indus- 
try, and a petition for its repeal 
is now before the legislature. 

“The cotton mills of New Eng- 
land are already operated on an 
average of eleven hours less per 
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week than mills in southern states. 
\nd in this industry it must be con- 
jidered that the number of hours 
during which automatic machinery 
is operated is the sole factor de- 
termining the quantity of produc- 
tion. 

“The handicaps under which the 
New England cotton mill industry 
exists are plainly evident from these 
facts. The natural disadvantages 
of New England as a location for 
cotton mills have been evidenced 
by the fact that in the past twenty 
years the number of spindles in the 
south has increased from 5,500,- 
000 to 16,000,000, or 190 per cent., 
while in the same period the number 
of spindles in the north has in- 
creased from 14,700,000 to 20,775,- 
000, or only 41 per cent.” 

Worthy of consideration as a re- 
lated item is the cooperative mar- 
keting movement which is engaging 
the attention of cotton planters and 
which eventually may have some 


Loan 


HAT feature of the bonus bill 

which provides for bank loans 
is thus described in the report of 
the Committee to the House: 

Until September 30, 1925, a 
veteran may borrow from any na- 
tional bank, or state bank, or trust 
company, a loan not to exceed 50 
per cent. of the loan basis of the 
certificate, such loan to be secured 
by the adjusted service certificate 
of the veteran on his promissory 
note. The bank may charge inter- 
est upon the loan, which shall ma- 
ture on or before September 30, 
1925, at a rate not to exceed by 
more than 2 per cent. per annum, 
the rate charged at the date of the 
loan for the discount of 90-day com- 
mercial paper by the Federal re- 
serve bank for the district in which 
the bank is located. 

If the veteran fails to pay the 
principal and interest of the loan 
within six months after its maturity 
the bank shall present the certifi- 


reaction upon the northern mills. 
The President has approved of an 
act authorizing farmers, planters, 
ranchmen, dairymen, nut and fruit 
growers to act together in associa- 
tions. 

“Internationally,” says the Jrving 
Review, “there are conflicting forces 
now manifest which seem to make 
improbable any quick resumption of 
world-wide political and economic 
equilibrium. India turmoil, 
Egypt restive, South Africa riot- 
ous, all Islam seething with revolt, 
Russia beggared and without any 
present means of commercial reor- 
ganization, the Central European 
currencies still chaotic—these are a 
few outstanding factors which di- 
rectly affect every problem of recon- 
struction.” 

In the opinion of the Guaranty 
Survey, there is “urgent need for 
sustained cooperation on the part 
of all elements of the American 
public in the effort to understand 


the principles of economics and 
finance as applied to foreign invest- 
ments. The government has taken 
cognizance of this need and has 
warned the public regarding the 
dangers involved in the purchase of 
securities payable in currencies so 
depreciated that a return to parity 
seems improbable.” How improba- 
ble, may be gleaned by a statement 
recently made that it cost some 
foreign governments more to print 
money than the money itself would 
bring in ordinary home trade. 

And the Guaranty Survey, in 
view of recent proposals to extend 
credit on unsound bases, sees “the 
urgent need for a sustained and 
wide-spread effort to inform the 
public in the fundamental principles 
of finance. An informed public 
opinion constitutes the only pro- 
tection of a democracy against 
distorted economic doctrines, which 
are brought forward so_persis- 
tently.” 


Feature of the Bonus Bill 


cate and note to the Secretary of 
the Treasury not earlier than May 
30, or later than October 15, 1925, 
and the Secretary is authorized to 
cancel the note and certificate and 
pay the bank the amount of unpaid 
principal and interest accrued at 
the rate fixed in the note. The dif- 
ference between 80 per cent. of the 
loan basis of the certificate at the 
time it is received by the Secretary 
and the amount paid to the bank 
shall be paid to the veteran. If the 
veteran is deceased the amount is 
to be paid to his beneficiary or his 
estate. 

In the event of the death of the 
veteran before the maturity of the 
loan, the amount of the unpaid 
principal and the unpaid interest 
accrued to the date of his death 
shall be immediately due and pay- 
able. In such case or in the event 
the veteran dies within six months 
after the loan matures, the certifi- 
cate and note shall be presented to 


the Secretary by the bank and the 
Secretary shall cancel the note and 
pay the bank’s claim. The Secre- 
tary shall then deduct the amount 
of the claim from the face value 
of the certificate and pay the re- 
mainder to the veteran’s beneficiary 
or his estate. 

When any loan becomes in de- 
fault the bank shall notify the Sec- 
retary of the Treasury within thirty 
days, stating all the facts in the 
case. The Secretary of the Treas- 
ury cannot pay any note presented 
by a bank unless the note is accom- 
panied by an affidavit made by an 
officer of the bank, stating that the 
bank has not charged or attempted 
to collect any fee or compensation 
in respect to making the loan. A 
penalty of $100 to be recovered in a 
civil suit brought by the veteran is 
provided where a bank or any of 
its officers attempt to charge or 
collect fees. The bill passed the 
House by a vote of 333 to 70 and 
is pending in the Senate. 
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Twenty-five Plans for Increasing Savings 


By LEO DAY WOODWORTH 


Deputy Manager of American Bankers Association, Savings Bank Division 


EITHER bands, presidential bon 

mot nor press agent’s bombast 
marked the start of the greatest 
“thrift drive” in history. 

It was prompted by general economic 
need and is built on the firm wall of 
capitalism. It is shaped by the tested 
genius of the financiers of the country. 
Its local representatives include over 30,- 
000 responsible and competitive local 
organizations which have not been hastily 
scrambled together, but are the fittest to 
survive under those local conditions after 
hundreds of years of development under 
tremendous economic pressure and per- 
sonal struggle, each such local agency 
being manned far better than will ever be 
possible under any governmental civil 
service. 

It is quite possible that a new phase 
has been entered, not merely because of 
the need for thrift which followed the 
war-time boom, but as a reaction which, 
we believe, was to be expected after the 
country became fairly settled and the 
industrialism which began about a 100 
years ago attained its more permanent 
form. Thrift as a virtue has never been 
unknown, but its practitioners increase in 
proportion to the decrease in opportuni- 
ties for attaining sudden or fortuitous 
wealth or a competence by accident. 

For these reasons we observe a more 
general effort to encourage the need for 
thrift and saving, not as an act of charity 
or a movement at the expense of tax- 
payers, but as a subject which can be 
handled on business principles and there- 
fore can be made self-sustaining. 


The Banker’s Appeal 


The current report of the Comptroller 
of the Currency states that 30,812 bank- 
ing institutions in this country report on 
savings deposits, such banks being divided 
as follows: state banks having capital 
stock, 19,853; banks without capital stock, 
623; loan and trust companies, 1,474; 
private banks, 708; national banks, 8,154. 
Not less than 90 per cent. of all banks are 
now receiving “savings” deposits. 

These savings bankers and their staffs 
as thrift agencies are merely selling ser- 
vice. Each man, woman and child in 
the community may patronize only to the 
extent which he desires. Knowing this, 
it remains for the local banker to so 
shape his service as to make, if possible, 
an appeal which will interest each indi- 
vidual who might be included as a patron 
of his institution. There is no compulsion 
or fear of any kind. The banker has no 
other argument than an appeal to the 
personal desires or need, to the pre- 
requisites of individual welfare and hap- 
piness, of each potential saver or de- 
positor. 

We, therefore, have sought to make a 
brief review of the various plans which 
have been used by banks in increasing 
their opportunities for service to indi- 


viduals, all of these plans being so re- 
stricted in operation as to emphasize the 
fact that a savings account is a means 
to an end rather than an end in itself. 
This distinction may be emphasized by 
the further remark that bankers perceive 
a growing demand for their assistance in 
investing the savings which result largely 
from their service, when the amount saved 
reaches a size suitable for economic 
investment. 

We have discovered no satisfactory 
classification of the various methods of 
savings bank service to be described be- 
low, but will discuss first those plans 
which appeal primarily to minors; second, 
those for adults; third, facilities within 
the bank itself; and finally, various 
projects of general application or in 
which the banks cooperate. 


Junior Savings Banking 


It is now too late to question the advis- 
ability of encouraging children to become 
acquainted with savings banks, the earlier 
the better. Habits of saving a part of 
all income can be acquired far more 
easily and much more generally during 
the habit-forming years of chilhood and 
youth than thereafter. For this reason 
the savings banker cannot afford to pass 
on the desirability of such accounts under 
the rule of profit. His profits will come 
in later years in proportion to the quality 


‘of his service to those who will then be 


his patrons. 

1. Babies are often provided with ac- 
counts and it is said that in at least two 
countries of Europe there is a custom 
to start a savings account for each new 
baby. A frequent plan is for the parents 
to deposit on each birthday of the child 
as many dollars as the youngster is old. 
The savings banker may offer to place 
$1 to the credit of every baby born in 
his city under suitable restrictions as to 
the account being continued. A Minne- 
apolis savings bank recently offered to 
add $4 to an initial deposit of $1 on an 
account for the benefit of a child born 
in the family of any policeman. 

2. Juvenile departments have been or- 
ganized in many banks, usually in con- 
nection with school savings systems. The 
equipment may be either simple accommo- 
dations on the ordinary bank plan or 
may be a specially built teller’s window 
or even a separate room suitably equipped 
for small children, Excellent work in 
this direction is reported from Canton, 
Chicago, Evanston, Muncie, Portland 
(Ore.), Stroudsburg and _ Brockton. 
The blanks and equipment are copied 
after those provided for adults, but spe- 
cial hours may be necessary that there 
may be no conflict with school attendance. 

3. Newsboys, boy scouts, baseball clubs 
and the like may be the object of special 
appeal through personal work, advertising 
and window displays. Referring to the 


newsboys, a Portland banker writes that 
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splendid returns were shown within ; 
tew weeks, as the boys often take in 
$50 to $70 a week. But “these boys ar: 
often inveterate gamblers and the results 
of thrift must be played up strongly in 
order to combat this tendency. When a 
boy becomes lax in making his deposits 
he may receive a letter from the manager 
which is usually very effective because 
of the manager’s wide personal acquain- 
tance among the boys.” The same bank 
devised a thrift plan for the boy scouts 
which include a 5-cent stamp bearing a 
facsimile signature of the local scout 
executive, a bank account being opened 
when $1 in stamps had been accumulated. 


.In Wichita Falls, Texas, three officials 


of a bank offered to donate $2.50 in a 
savings account to each news or messen- 
ger boy and telephone operator with the 
understanding that if the savings account 
amounted to $10 or more during the year 
another like donation would be made and 
a special prize awarded to the account 
having the largest balance. 

4. School savings systems should be 
provided in every unit of the American 
educational system. This statement is 
now a truism. The work actually being 
done for the teaching of the fundamentals 
of personal happiness and success, the 
fact that practically 100 per cent. of the 
entire enrollment in grade and high 
schools can be obtained as bank deposi- 
tors in an adequate system, and the rapid- 
ity with which such systems are being 
installed in both city and country schools 
are shown in special publications and 
periodical reports of the Savings Bank 
Division. 


Entitled to the Training 


Every pupil deserves this training 
which can be so readily provided. He 
should thus learn by practical experience 
the safety and accuracy which marks 
every step in bank service. Careful hand- 
ling of money in every part of the system 
as well as obvious precautions against 
loss should be provided. Even a penny 
saved and deposited by the pupil should 
be understood by him to be that much 
credit established on the bank’s books and 
as readily available to meet his personal 
order as is the dollar deposited by 
“daddy.” 

This educational project should not be 
weakened and even destroyed by any 
false pride or urge of competition by 
banking institutions which for any reason 
are not engaged in its operation. The 
work is not particularly profitable until 
highly developed and the banker who, at 
large expenditure of personal effort and 
considerable money, is able to foster a 
really successful school system should 
have the generous support of his bank- 
ing competitors. Furthermore, no bank 
should undertake to provide such a school 
system unless it is ready to do the job 
well. It is an injustice to pupils to 
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undertake this service without both the 
iitention and the ability to extend the 
hest possible service from an educational 
\ iewpoint. 

5. Clubs of many kinds are often 
formulated in order to make saving 
attractive to minors as well as to adults. 
\ny expenditure which is desirable to the 
prospective depositor and which can only 
he attained through an accumulation of 
current savings, should be considered as 
the object of a savings club. The camp 
savings club is especially desirable for 
hoy scouts. The plans will be described 
in more detail under number 10. 

6. Premiums such as caps, baseballs, 
hats, pies, dolls or other toys have been 
offered to juvenile depositors. 

7. An advance of $100 in a savings 
account to the credit of the borrower was 
offered by a Minnesota bank. The bank 
agreed to pay interest on the account, but 
the advance was only made upon the 
condition that the principal be repaid at 
the rate of $4 a week for 25 weeks. 


The Appeal to Adults 


The effort to induce adults to open 
savings accounts involves both the ability 
of a salesman to instill an idea that 
probably will cause some present sacrifice 
and also the development of plans for 
facilitating small deposits at frequent in- 
tervals. There is no question but that 
the number of savings depositors can be 
greatly increased if the importance of 
small savings is emphasized and at the 
same time made possible. The problem 
is to reach the individual prospect with 
an argument that is personal to him and 
which will result in a personal contact 
with the bank and yet which involves 
no financial loss by the bank. Any 
discussion can only be general and sub- 
ject to modification according to local 
conditions. 

8. Personal solicitation is unquestion- 
ably the ideal plan for disposing of any- 
thing which must be sold. Bank service 
is a thing to be sold. How far can 
personal solicitation be practised without 
exceeding the small margin of profit upon 
which the bank must operate? No two 
institutions can reply alike, but the sat- 
isfactory replies from those banks which 
send out salesmen for savings as well as 
for commercial accounts indicate that 
other banks should make similar effort. 
We clearly distinguish between such a 
sales organization and the campaigns 
organized by service companies with pro- 
fessional canvassers. New banks or banks 
having a small proportion of the available 
savings depositors in any city can un- 
doubtedly obtain a large number of ac- 
counts by availing of salesmen employed 
on a commission basis. But the plan is 
defeated whenever a solicitor becomes 
more interested in obtaining his commis- 
sion than in discussing the merits of his 
bank, but not to the detriment of compet- 
ing banks. Here, again, we must caution 
that the plan holds as many dangers as 
it does benefits, and great care should be 
exercised in selecting the management 
and the personnel of the force to which 
the bank intrusts its good name. 
Advertising, personal letters and 


printed matter should be developed as in 
other methods for making a personal 
appeal, perhaps by way of preparing the 
ground for personal solicitation, but more 
often with a view to bringing the pros- 
pect to the bank. 

9. Industrial savings systems and op- 
portunities for their installation should 
be studied more generally by savings 
bankers. They constitute a most practical 
and also profitable means for extending 
bank service to persons who both can 
and should be systematic depositors, but 
who frequently have no contact with any 
bank and are employed during banking 
hours. Merely opening the bank during 
the evening to receive their deposits does 
not reach many of this large class of 
employees. 

Employers are usually very glad to 
cooperate with the bank in establishing 
such systems, and ordinarily will arrange 
for the bank’s representative to meet the 
employees in general meeting or indi- 
vidually. Such systems are equally 
effective in industrial and mercantile 
establishments, and we suggest that an 
effort should be made by banks to take 
over even those systems operated by 
employers as it stands to reason that 
savings deposits should be safeguarded 
entirely from business risks and should 
be placed particularly with a bank or 
banks. This can be accomplished even 
where the employer desires to place a 
premium upon saving by adding to the 
interest which can be paid by banks. 

Industrial savings banking may be 
operated by payroll deduction, organiza- 
tion of savings associations or any of a 
variety of plans for collecting passbooks 
and deposits by a representative of the 
bank. Circumstances resulting from 
industrial conditions and nationality or 
grade of employment can be successfully 
provided for. Detailed information on 
various plans can be obtained upon appli- 
cation to the Savings Bank Division. 


Club Appeals 


10. Clubs of various kinds appeal to 
persons who do not otherwise have a 
bank home as well as to many who already 
have savings accounts but do not deposit 
systematically from current earnings. 
Among the objects of those who patronize 
such plans are funds for Christmas, vaca- 
tion, taxes, insurance, home purchase or 
mortgage payments or merely for ac- 
cumulation. A “home savings club” may 
well be operated in connection with a 
home service or home economics depart- 
ment. 

The report of the Savings Bank Di- 
vision on Christmas clubs in 1920 showed 
that in the 758 banks reporting such 
clubs 619,000 club members completed 
their payments, which amounted to $39,- 
000,000, of which $5,500,000 was trans- 
ferred to savings accounts in the 
institutions which facilitated the saving 
and probably at least as much more was 
deposited in other savings accounts. 

11. An accumulative savings plan has 
been developed by applying the principal 
of the annuity to savings accounts. The 
bank issues a certificate to the effect that 
it will pay a sum when monthly payments 


of a specified amount with interest shall 
equal the amount thereof. This plan is 
required to be somewhat flexible as to 
maturity because it is intended for mutual 
savings banks which cannot agree to pay 
interest and which cannot ascertain their 
dividend rates in advance. It was recently 
legalized in New York. 

12. Home savings departments are 
valuable to savings banks, although they 
seem to develop more good will than 
profit. They should be equipped to furnish 
reliable advice on personal problems in 
home economics. They serve as an in- 
formal source of information to many 
women and even a larger number of men 
who are not familiar with bank tech- 
nique. This comparatively new feature 
of bank service is expected to attain 
new prominence when business becomes 
more active and banking more profitable. 


Life Insurance 


13. Life insurance combined with sav- 
ings accounts is now being offered by or 
in cooperation with banks. Experience 
is rapidly sifting the various plans pro- 
posed, but at this writing we find three 
distinct ideas: (a) a savings account 
offered merely as a means for weekly 
or monthly deposit to cover future pre- 
mium payments, (b) the insured savings 
account whereby a decreasing term policy 
will cover the difference between the 
amount saved and the amount of ten 
years deposits at a stipulated rate in the 
event of the depositor’s death within that 
term, (c) an agreement for monthly 
deposits which will be repayable at the 
end of ten years, together with any inter- 
est earned in addition to the amount 
required for premiums upon a life insur- 
ance policy of the same maturity value. 
The details of these various plans have 
been explained elsewhere by the writer. 

They meet the needs of many potential 
savers, stimulate consistent saving, pro- 
vide protection and seem to be heartily 
indorsed by insurance solicitors who are 
so fortunate as to obtain a bank contract. 
However, it will be impossible to give a 
final verdict or recommendation until the 
banks have demonstrated their ability to 
organize and maintain a suitable sales 
department primarily to sell the bank 
service. 

14. Home safes (often carelessly called 
“banks”) are found to be an important 
stimulant for saving and bank depositing 
in many communities. Interesting varia- 
tions of the usual “bank” are those which 
are self-registering or are for vest pocket 
use, or require a deposit to set a calendar, 
or work on the principle of a cash 
register. 

15. Contests for prizes offered by the 
bank obtain a concentration of mind 
which is valuable to thrift in general as 
well as for the particular bank. Essay 
contests are frequent, but poster contests 
in the schools and other prizes, according 
to matters of local interest are frequent. 
Farm products entered in such contests 
are sometimes displayed in bank lobbies. 

16. Exhibitions are sometimes used for 
publicity purposes, guessing contests as 
to the number of pennies in a glass bowl 
and other stunts suitable to the occasion 
being used to attract attention. 
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17. A monthly statement plan has been 
offered to the public by various banks in 
recent years on the theory that deposits 
in savings accounts will be made sys- 
tematically if a bill is present with store 
accounts and other items which must be 
paid regularly. The equipment for op- 
erating such a plan is simple, but we 
have no report of any case in which it 
has been offered with success. 

18. Automatic transfer from com- 
mercial to savings accounts is suggested 
to departmental banks by a Milwaukee 
institution with the assurance that it may 
produce the very best class of savings 
accounts. It appeals to persons who will 
become customers of the bond depart- 
ment and then proceed to build up an- 
other savings balance for future invest- 
ment. The transfer is made upon filing a 
simple order to transfer on the first of 
each month to the savings department for 
the credit of the person specified. 

19. Wage checks have been discussed 
from time to time as tending to promote 
thrift by reducing the amount of currency 
in circulation and sending it direct from 
the employer to the bank, thus requiring 
some effort by the employee to get cur- 
rency for spending rather than requiring 
the effort to make his savings deposit. 
The plan has been tried in Rochester, 
South Bend, Chattanooga, Minneapolis 
and elsewhere, but without such success 
as to indicate that it will be adopted very 
generally in its present form. 


Bank Facilities and Staff 


No event in the development of a bank 
should be allowed to pass uncapitalized 
if it is of interest to prospective cus- 
tomers. That goal of all advertisers, the 
reading columns of the local papers, 
should be entered as often as is possible 
with real “news,” especially the kind of 
news which indicates that the institution 
ranks with the best in its equipment and 
personnel. For instance: 

20. A new bank should so mark its 
opening as to attract the attention of its 
prospective clientele. A bank recently 
opened in Camden had organized public 
ceremonies at which a nationally known 
banker both made an address and also 
received deposits for a short period. 
Among plans for souvenirs and other 
features that attract, the bank offered 
a “thrift dollars” for every person opening 
a savings account on that day. An Ohio 
bank made much of the fact that its 
first depositor was a child, whose pic- 
ture appeared in the papers on the day 
following. 

21. The new bank building for an 
established institution is always a matter 
of general interest and is a profitable 
theme for bank extension work. A De- 
troit bank which recently opened a new 
main office fixed the idea of surprise by 
injecting the human appeal of a birth- 
day party in large display space, engraved 
invitations, circulars and folders, as well 
as electric signs at all of its fifteen 
branches. One of the surprises was the 
announcement of a “more interest plan” 
whereby interest would be paid from the 
date of deposit to the date of withdrawal. 
Other surprises were small suitably 


printed envelopes which contained from 
1 cent to $5 each. 

22. Bank employees should be stimu- 
lated to obtain new accounts by suit- 
able rewards. Contests for that purpose 
have other advantages than the mere 
number of accounts or amount of de- 
posits which they may produce. They 
show the business getters. 

One Cleveland bank aims to reward 
for every item of new business secured 


. wholly or partly through any effort of 


an employee or employees a sum which 
represents a fair share of the profit ac- 
cruing to the bank in the first year. On 
new savings acccounts thus obtained with 
an initial deposit of not less than $5, the 
employee received 50 cents, and also % 
of 1 per cent. is paid at the end of six 
months on the estimated average balance 
for the first year, regardless of the size 
of the initial deposit. This plan can be 
operated continuously. 

Another Cleveland bank holds to the 
contest plan. It offers two cash prizes, 
one for the largest number of accounts 
and the other for the largest amount of 
deposits obtained within a three months’ 
term, but the prize for the largest amount 
of deposits to be judged sixty days later. 
The employees are divided into several 
teams and also classified in three grades, 
according to the degree of contact with 
the public in the discharge of duty. Thus, 
tellers would be in class A, bookkeepers 
and other more secluded workers in class 
C. The eight cash prizes are for the 
largest number of points won in each of 
the three classes, each contestant also 
receiving a bonus on business brought in 
during the contest, but based on the 
average balance maintained in the ensu- 


. ing sixty-day period, under a_ scoring 


plan as follows: 


Initial Deposit No. of Points 


10 
25 
50 
250 to 150 
50040 200 
1,000 to 250 
2,500 to 300 
5,000 and 350 


Cooperative and Other Effort 


Savings banking can be promoted to 
excellent advantage by the joint cam- 
paigns of banks, especially in the middle 
and western states where the number of 
savings accounts is much less per capita 
than in eastern states. The value of a 
savings account can be best impressed 
upon many prospective depositors when 
the factor of selfish interest is minimized 
and the prospect is permitted to select his 
own bank. Those joint or community 
campaigns which are devoted to adver- 
tising are not within the scope of the 
present article. 

23. “National Thrift Week,” which be- 
gins annually on January 17, the birthday 
of Benjamin Franklin, has been celebrated 
in several hundred cities and towns under 
the general direction of the National 
Thrift Week Committee which is 


sponsored by the International Commit- 


tee of the Y. M. C. A. The committ: 

provides plans and material and usual! 

finds in the local secretary of the “Y 

the man to bring together the variou 
organizations which finance and provid 
the personnel for local activities. Eac! 
day of thrift week is assigned to a 
special interest, the first day being thrift 
or bank day. The advantages of the 
plan rest in the nation-wide advertisin; 
and the publicity resulting from procla 
mations of governors and mayors. It i 
a public as distinguished from a privat 
enterprise. But the operation of thi 
or any other joint effort suffers by reasor 
of the very factors which give it strength 
it is everybody’s business and therefore 
falls far short of possible results unless 
capable and enthusiastic managers can b 
found who will forget for the moment 
that their initiative belongs primarily to 
their own respective institutions. Onc 
notable defect which should be overcom: 
if the full value of an annual event is 
to be capitalized lies in the fact that 
there is no consistent follow-up to make 
it possible for the work to improve from 
year to year. The general experience 
seems to be that a really successful cele 
bration of the event will be followed by 
a decreasing amount of interest in follow- 
ing years. Whether or not this tendency 
can be overcome is not now evident. 


Bank Drives 


24. Quotas became common during the 
war. Last year the National Association 
of Mutual Savings Banks announced a 
“drive” to obtain 1,000,000 new depositors 
in such banks during the month of De- 
cember, quotas being assigned. The plan 
was the text for many editorials on 
thrift and not only the national publicity, 
but the announcements of each institu- 
tion were of recognized news value. 

25. Miscellaneous plans are numerous. 
Trading stamps, discount clubs, modifica- 
tions of the traveler check plan and 
numerous other schemes are being ad- 
vanced almost daily. The limited amount 
of experience and also of the interest in 
them will excuse their omission from this 
discussion. 


Personal Service as Basis 


The basis of business success is service. 
Savings banks come within that economic 
rule. 

The success of any bank as a savings 
institution is now determined by its ability 
to give people the kind of service which 
they need individually and not as a herd. 

We can group our depositors and pros- 
pective depositors to some extent, for 
collective treatment, but success will de- 
pend upon how the groups are then 
subdivided for the consideration of indi- 
vidual cases. For instance, in school 
savings work both bankers and children 
will be cheated if the project is judged 
only by the fact that a sack of money 
comes in each week, and not by the pro- 
portions of pupils who have regular bank 
accounts and who save systematically and 
deposit regularly. 

Practically every family group, as well 
as each individual, has a need which can 
be met by the practice of thrift and the 
service of a savings bank. 


Collection of Bill of Lading Draft 


An Arkansas bank received from 
a customer a draft with bill of lad- 
ing attached with instruction to 
send to a particular bank for collec- 
tion. The Arkansas bank credited 
the proceeds, less a small discount 
to the customer’s account, and the 
draft was collected by the bank to 
which forwarded, but the latter’s 
remittance draft was dishonored. 
The Arkansas bank asks as to its 
right to charge the amount to its 
customer's account. Opinion: If 
the bill of lading draft was pur- 
chased outright, the customer would 
be discharged as ‘drawer, when the 
draft was paid, but if, as is more 
likely in view of the customer’s in- 
struction as to forwarding, the draft 
was received as agent for collection 
and the credit only provisional, the 
bank would have the right to 
charge the amount back under the 
provisions of the Arkansas Statute 
of 1921. 


From Arkansas—X is a wholesale hay 
dealer, a customer of Bank A. X ships 
hay shipper’s order, attaches bills of lad- 
ings to drafts and Bank A discounts the 
drafts. X sends a draft with shipper’s 
order bill of lading covering car of hay 
to Bank A, with instructions to handle 
draft through Bank B. Bank A credits 
the account of X with the draft, less a 
small discount, and forwards draft direct 
to Bank B. Bank B collects draft and 
remits Bank A Saturday. Bank B fails 
to open Monday. Can Bank A charge the 
exchange Bank B sent in payment of this 
collection to X’s account? 


The right of Bank A to charge 
back to its customer the amount of 
the uncollected draft of the collect- 
ing bank will depend upon the na- 
ture of the transaction between bank 
and customer, 

It is stated that Bank A credited 
X’s account with the amount of the 
bill of lading draft less a small dis- 
count. If by this it is meant that 
Bank A purchased and took title to 
the bill of lading draft with no right 
to charge back its amount if un- 
collected, as distinguished from 
taking it as agent for collection, 
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such draft having been paid to 
Bank A’s agent, X would be dis- 
charged as drawer and the loss by 
reason of non-payment of the re- 
mittance draft would fall on Bank 
A. 

If, on the other hand, the credit 
given for the bill of lading draft 
was only provisional and the under- 
standing or agreement between 
bank and customer was that the 
amount should be charged back if 
not collected, then the amount 
would be chargeable to X under 
the provisions of an act passed by 
the Arkansas Legislature in 1921 
as follows: 

“Any bank, whether within or 
without this state, receiving for col- 
lection, or for deposit and recharge 
if not collected or remitted for, any 
check, note, bill, draft, certificate 
or other instrument or account, pay- 
able in another city or town, 
whether within or without this 
state, having exercised reasonable 
care to select a proper correspond- 
ent for the collection of such instru- 
ment or account, shall not be liable 
for the default of such correspond- 
ent or of any sub-correspondent 
selected by the latter.” 

In all probability the agreement 
between bank and customer did not 
contemplate an absolute uncondi- 
tional purchase of the draft, even 
though the same was credited at 
a small discount, but rather the 
taking of same by the bank as agent 
for collection, especially in view of 
the fact that the customer instructed 
Bank A: to forward the draft for 
collection to the particular bank 
which defaulted, which instruction 
is of a kind given by principal to 
agent rather than by seller to buyer. 
If this conclusion of fact is correct, 
then the Arkansas statute would 
apply and entitle Bank A to charge 
the amount back to its customer’s 
account. 


Check Against Uncollected Item 


The statute of Virginia subjects 
to criminal liability a person who, 
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with fraudulent intent, obtains 
money, property or credit upon a 
check drawn by him which is re- 
fused payment and makes the insuf- 
ficiency of funds when presented 
prima facie evidence of fraudulent 
intent. A customer of a bank was 
allowed to check against an uncol- 
lected stem which proved non-col- 
lectible and later gave the bank “not 
good” checks upon another bank to 
make good the overdraft. OPINION: 
It is doubtful if the customer could 
be punished criminally under this 
statute, for here the first check was 
paid by the bank, though against 
an uncollected item, and the later 
unpaid checks, drawn against insuf- 
ficient funds, were given for a pre- 
existing indebtedness and no money 
obtained thereon. 


From Virginia—A man opened an ac- 
count with our bank which proved satis- 
factory for several months. He was later 
allowed, however, to draw against an un- 
collected item which was protested and 
returnd to us. When the item was re- 
turned it was charged against his account, 
which showed sufficient balance to take 
care of the item for the reason that an- 
other item had been deposited to take 
care of same. The depositor was allowed 
to take the protested check away with 
him. The second item was later returned, 
but was not protested because it had been 
marked “no protest” by our bank. When 
this item was charged against his account 
it overdrew same. Since the return of 
these checks the depositor has given us 
several checks on banks and various 
people to cover the overdraft, but all have 
been returned marked “not sufficient 
funds.” We have these unpaid checks, 
but none have been protested, as they were 
all sent through to the banks direct for 
collection and marked “no protest.” 

We wish to know whether or not we 
have a criminal case against this deposi- 
tor. We are not clear as to whether we 
can show enough evidence to convict him 
on the bad check law of this state. We 
also wish to know the best course for us 
to pursue, whether we should enter suit 
in our county court and secure a judg- 
ment. 


The “bad check” law of Virginia 
(Chapter 252, Laws 1910) pro- 
vides: 


i 
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j 

| | 


482 


“That any person who shall ob- 
tain, with fraudulent intent, money 
or other property which may be 
the subject of larceny, or who shall 
obtain credit with like intent, by 
means of a check, draft or order, 
of which he is the maker or drawer, 
which is not paid by the drawee, 
shall be deemed guilty of the 
larceny of such money or other 
property, or of anything of value 
obtained on such credit, unless pay- 
ment of such check, draft or order 
be made on demand in writing 
mailed to the drawer’s last known 
address; and the fact that such 
maker or drawer did not have on 
deposit or to his credit with the 
bank, person, firm or corporation 
upon which such check, draft or 
order is drawn sufficient funds to 
pay the same when presented, un- 
less such check or draft is paid or 
accepted when presented, shall be 
prima facie evidence of fraudulent 
intent.” 

Applying this to the case stated: 

Your customer drew against 
an uncollected item which proved 
non-collectible ; he then deposited a 
second item, taking away the first 
item which was protested, and the 
second item also proved noncollect- 
ible and was charged back. This 
left his account overdrawn by 
reason of the original check. I 
doubt if your customer’s obtaining 
payment of his check under these 
circumstances would be held a vio- 
lation of the statute. The check in 
this case was paid by the bank and 
unless it could be proved that the 
customer knew that the uncollected 
item deposited against the check 
was worthless and that he drew his 
check with fraudulent intent, I 
doubt if he could be criminally pun- 
ished because of the first check 
drawn. 

2. Later, the depositor gave 
your bank several checks drawn 
against insufficient funds to cover 
his overdraft. But by none of these 
did he obtain your money or prop- 
erty or credit. You had previously 
given him money upon his check 
and the transaction was simply one 
of giving bad checks in payment of 
a pre-existing indebtedness. 

It appears to me there would be 
little chance of convicting this man 
criminally. If the customer is 
worth anything, it would be well to 
obtain judgment against him in the 
county court. 
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Payment of Pledged Township 
Warrants 


Township warrants held by a 
bank were paid to the bank in igno- 
rance of the fact that the bank had 
pledged them for money borrowed. 
The bank failed. Opinion: The 
warrants being non-negotiable and 
having been paid to the holder with- 


out notice of their assignment, the - 


township és discharged from fur- 
ther lability. 


- From North Dakota—The treasurer of 
a certain township in North Dakota 
issued his check to the cashier of a bank 
(check being payable to the bank) in 
payment of certain township warrants 
held by the bank.. It appears that the 
bank had pledged the warrants as col- 
lateral for money borrowed, and the bank 
cashier, instead of calling in the warrants 
and applying the check on his bills pay- 
able, remitted the check to his corre- 
spondent bank to the credit of the bank. 
On his warrant register book the cashier 
showed the warrants paid, but did not 
notify the party holding the warrants as 
collateral, nor did he make any effort to 
get the warrants returned. Before the 
matter came before the township board 
the bank was closed, and the time for 
filing claims against the closed bank had 
expired. 

What kind of claim has the township 
in this matter, and what is the best 
method of procedure? 


Under the facts stated, it would 
seem that the township, having paid 
the warrants to the bank without 
notice that they were outstanding as 
collateral in the hands of a pledgee, 
would be discharged from further 
liability. The case would be differ- 
ent were the warrants negotiable. 
A reference to the authorities will 
indicate their nature. 

A municipal warrant or order is 
an instrument generally in the form 
of a bill of exchange or order drawn 
by an officer of a municipality upon 
its treasurer, directing him to pay 
an amount of money specified to the 
person named, or his -order, or 
bearer, It is in the ordinary form 
of commercial paper, but it does not 
possess the qualities of such paper. 
It is regarded as an order of the 
corporation on itself, and, in sub- 
stance, the mere promise of the mu- 
nicipality to pay the amount speci- 
fied, and it is liable to all the 
equities existing or attached to the 
original transaction. (Stratton v. 
Comm’r’s. Court of Kinney County 
(Tex. Civ. App. 1911), 137 S. W. 
1170; Haines on:Mun. Securities, 
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Section 355; Randolph on Com. 
Paper, Sections 91, 337; 1 Dillon 
Mun. Corp. 406; McQuillin Mun. 
Corp., Section 2241.) 

Municipal warrants or certificate: 
of indebtedness, while so far nego 
tiable that they are transferable by 
delivery (Field v. Highland Park, 
141 Mich. 69, 104 N. W. 393; 
Knapp v. Hoboken, 38 N. J. L., 
371; Nashville v. Ray, 19 Wall. 
(U. S.), 468), and the holder may 
maintain an action thereon in his 
own name (Scranton v. Hyde Park 
Gas Co., 102 Pa. St. 382; Read wv. 
Buffalo, 67 Barb. (N. Y.) 526; 
Watson v. Huron, 97 Fed. 449) are 
not negotiable instruments in the 
sense of the law merchant, so that 
when in the hands of a bona fide 
holder evidence of their invalidity, 
or defenses against the original 
payee, will be excluded. (Lindsey 
v. Rottaken, 32 Ark. 619; Pacific 
Pav. Co. v. Mowbray, 127 Cal. 1; 
Goodwin v. East Hartford, 70 
Conn. 18; Morrison v. Austin State 
Bank, 213 Ill. 472, 72 N. E. 1109; 
Hammond v. Evans, 23 Ind. App. 
501; Ark. City First Nat. Bank v. 
Gates, 66 Kan. 505, 72 Pac., 207; 
Field v. Highland Park, 141 Mich. 
69; State v. Cook, 43 Nebr. 318; 
North Bergen Tp. v. Eager, 41 
N. J. L., 184; People v. Stupp, 49 
Hun. (N. Y.) 544; O’Donnell v. 
Philadelphia, 2 Brewst. (Pa.) 481 
(holding that a city warrant is not 
a negotiable instrument, although 
payable to a person named or 
bearer ; and the word “bearer” must 
be stricken out in construing it) ; 
Hubbell v. Custer City, 15 S. Dak. 
55, 87 N. W. 520; Sonnenthiel v. 
Skinner, 67 Tex. 453; West Phila. 
Title, etc., Co. v. Olympia, 19 Wash. 
150, 52 Pac. 1015.) 

Municipal or township warrants 
are differentiated from municipal 
bonds in this respect particularly, 
in that the character of negotiability 
belongs to the latter, which are in 
form and intention negotiable, and, 
apart from the question of author- 
ity and regularity, a bona fide holder 
for value, before maturity, is en- 
titled to recover upon them clear of 
defenses existing against the orig- 
inal holder. (Stratton v. Commis- 
sioners’ Court (Tex. Civ. App., 


1911), 137 S. W. 1170.) 

In the case submitted, the town- 
ship warrants in question being 
non-negotiable, are subject to the 
defense of “payment” in the hands 
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of the assignee of the bank, the 
township having had no notice of 
their assignment at the time of pay- 
ment to the original holder, the 
bank. The township is no longer 
liable on such warrants. 


Clearing House Settlement by In- 
solvent Debtor Bank 


In settlement of balances the 
manager of a clearing house in 
Montana gave hss check for $19,000 
to a credstor bank, drawn upon a 
debtor ‘bank, representing $7,000 
directly owed by that bank and 
$12,000 owed by other clearing 
banks. The rules provided that the 
manager's checks “must be settled 
by the debtors to the satisfaction of 
creditors.’ The creditor bank ac- 
cepted the debtor's check upon an 
out-of-town bank in exchange for 
the manager’s check but, after bank- 
ing hours the same day, the debtor 
bank, deciding st could not open for 
business the next day, transferred 
$19,000 of securities to the creditor 
bank to take up its check. Ques- 
tions artse (1) whether the creditor 
bank must return the $19,000 of 
securities to the receiver of the 
debtor bank and if so (2) whether 
the creditor bank has a claim upon 
the other banks for their proportion- 
ate liability of $12,000 represented 
by the manager's check. Opinion: 
If the debtor bank is a state institu- 
tion, the Montana law does not for- 
bid such preferential transfer of 
securities and they probably can be 
retained by the creditor bank ; but if 
the debtor is a national bank, Sec- 
tion 5242 U. S. Revised Statutes 
avoids such transfer and they must 
be returned. In case the securities 
cannot be retained, the recourse of 
the creditor bank upon the other 
member banks will depend upon 
whether the manager's check was 
paid and the indebtedness covered 
thereby discharged by the accept- 
ance of the debtor's check, or 
whether upon non-payment of the 
latter check, the liability upon the 
manager's check remained. While 
the drawer of a check és generally 
held discharged where the holder 
takes the drawee’s check, instead of 
cash, there are authorities to the 
contrary, and the question will de- 
pend upon what view the Montana 
courts will take upon the specific 
facts presented. 


From Montana — When our clearing 
house was organized we patterned our 
articles of association after those recom- 
mended by the Clearing House Section 
of the American Bankers Association. 
Section 9 of our articles reads as fol- 
lows: 

“The hour for making exchanges shall 
be 11 o’clock a. M. of each business day, 
when the clearing house clerks from the 
several banks shall report with their 
various. demands separately. made out 
against each member in detail and the 
totals summed up. The work of clearing 
shall not be delayed more than five min- 
utes after 11 a. M. on account of the 
failure of any bank to be represented at 
that time; after such clearings shall have 
been completed the manager shall adjust 
the same and make immediate settlement, 
issuing checks or warrants upon the 
debtor banks in favor of the creditor 
banks for the balance found to be due, 
which checks shall be promptly presented 
and on presentation be settled by the 
debtors to the satisfaction of the credi- 
tors in whose hands only they are avail- 
able.” 

Recently in making settlement of 
clearings the clearing house manager gave 
one of the members a check on another 
one of the members for some $19,000. 
The bank receiving the check presented 
it to the debtor bank and the debtor bank 
issued to the creditor bank a draft for 
the amount due, which draft the creditor 
bank accepted in payment of the amount 
due and placed the draft in the mails 
in one of their regular remittances, to 
be collected from the bank upon which 
the draft was drawn. However, on the 
day following, and before the draft could 
have been presented, the debtor bank, 
which had issued the draft, failed and, of 
course, the draft itself was no good. 
After banking hours of the day upon 
which the settlement was made the debtor 
bank decided that they would be unable 
to open the next day and therefore they 
agreed with the creditor bank, to whom 
they had issued the draft, that they would 
turn over to them other securities and 
items aggregating the $19,000 and the 
draft would be returned to them. This 
was done and after a receiver was ap- 
pointed for the debtor bank he made a 
demand upon the creditor bank for the 
return of the $19,000, claiming that the 
creditor bank had accepted this draft in 
payment and therefore was not entitled 
to receive other securities and items in 
lieu thereof. The creditor bank refused 
to pay back the $19,000 and the receiver 
of the debtor bank has commenced suit 
against them to recover. Is it your opin- 
ion that they have any grounds for re- 
covery in the above action? 

Going further, the creditor bank now 
wants to know what stand the other mem- 
bers of the clearing house association 
will take regarding their proportionate 
liability on this claim. In the clearings 
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of that day, if the creditor bank had 
settled direct with the debtor bank and 
not through the clearing house they would 
have been paid by the debtor bank only 
the sum of $7,000, but in the settlement 
of the clearings as a whole they received 
a draft for $19,000. The other members 
of the clearing house refuse to assume 
any liability for the reason that they be- 
lieve that, according to Section 9 referred 
to above, they are relieved of any liability 
after the creditor bank makes settlement. 
They believe that the latter part of Sec- 
tion 9 wherein it states that “the checks 
shall be promptly presented and, on 
presentation, be settled by the debtors to 
the satisfaction of the creditors” relieves 
the other members. Will you kindly give 
us your opinion on the above matter? 


Two questions are presented : 


1. Can the creditor bank keep 
the $19,000 of securities received 
in settlement of the manager’s check 
or must it return same to the te- 
ceiver of the debtor bank? 

2. If it cannot keep the securities, 
has it any recourse upon the other 
member banks for their proportion- 
ate indebtedness represented by the 
manager’s check? 

Upon the first question, you 
fail to state whether the debtor 
bank is a national or state bank. 
If a national bank, the trans- 
fer of securities would be void 
under Section 5242, United 
States Revised Statutes, which 
nullifies all transfers of securities 
made by a bank after the commis- 
sion of an act of insolvency or in 
contemplation thereof with a view 
to prevent the application of the 
bank’s assets in the manner pre- 
scribed by law or to preference of 
one creditor over another. It has 
been held that any transfer of as- 
sets, made after the closing of the 
bank, has been determined upon, 
whereby any creditor obtains a pret- 
erence over other creditors, will be 
presumed to have been made with 
intent to prefer. National Security 
Bank wv. Price, 22 Fed. 697. 

But if the institution was a Mon- 
tana bank there is more question. 
There is no statute in Montana 
similar to Section 5242, United 
States Revised Statutes. Section 
6081, Revised Codes of Montana, 
provides that whenever a bank shall 
be insolvent or in an impaired con- 
dition in the manner described in 
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Section 6078, it shall not accept or 
receive deposits or transact any 
other business except as trustee for 
the depositors and parties transact- 
ing business with them and it shall 
keep all deposits separate until the 
impairment or insolvency has been 
made good, when they may be 
transferred to the general assets or 
if such impairment or insolvency is 
not made good, such deposits shall 
be returned to the depositors. Sec- 
tion 6078 provides that when the 
bank superintendent, after examina- 
tion, finds evidence of impairment 
or insolvency, he must submit a 
statement of the bank’s condition 
to the governor or attorney-general 
who, if satisfied that impairment or 
insolvency exists, shall order the 
bank superintendent either to notify 
the bank stockholders to make good 
the impairment or the insolvency 
within a specified time or immedi- 
ately take charge of the bank. It 
does not seem that these provisions 
which contemplate the segregation 
of deposits into a trust fund after 
the bank superintendent finds evi- 
dence of insolvency until the con- 
dition of the bank and the disposi- 
tion of the deposits is determined, 
have application to a case like the 
present where the bank itself finds 
it is unable to continue and trans- 


fers certain of its securities in set- - 


tlement of a claim upon a clearing 
house manager’s check. The sec- 
tions in question are designed to 
safeguard depositors who put their 
money in the bank after the bank 
superintendent has found evidence 
of insolvency or impairment and 
would not, in themselves, I think, 
be held to prohibit the transfer of 
assets by a bank in contemplation of 
insolvency, in settlement of a debt. 

Aside from these sections, I can 
find no statutory provision in Mon- 
tana which would prohibit a bank 
from transferring its assets in con- 
templation of insolvency and make 
such transfer void. On the con- 
trary, the statutes of Montana ex- 
pressly provide that a debtor may 
prefer a creditor by transferring 
security (Rev. Code, 1921, Sec. 
8601), and this would seem to ap- 
ply to a bank debtor equally as to 
other debtors. (See Aetna Acci- 
dent & Liability Co. v. Miller, 170 
Pac. Mont., 760.) 

In Wilson v. Baker Clothing Co., 
137 Pac. (Ida.), 896, a preferential 
payment to a depositor just prior to 


the closing of the bank and at a 
time when both depositor and bank 
knew that it was insolvent, was up- 
held and the court said: “Insolvent 
corporations are not prohibited by 
statute in this state from preferring 
certain creditors over others in the 
due course of business, where such 
preferences are not collusively or 
fraudulently made.” The court 
pointed out that in most jurisdic- 
tions it is held “that a corporation, 
although it may be hopelessly in- 
solvent, and although it may be 
about to go into the hands of a 
receiver, or to assign for the benefit 
of creditors, or may be in the act 
of making an assignment, has the 
same power as a natural person to 
prefer one or more creditors to the 
exclusion of others, unless it is pre- 
vented from doing so by some ex- 
press statutory provision.” 

As there was no fraud or col- 
lusion in the transfer of $19,000 
of the debtor bank’s assets to the 
creditor bank in settlement of the 
manager’s check and as, similarly 
to Idaho, there is no statute pro- 
hibiting insolvent corporations 
from preferring certain creditors 
over others in the due course of 
business, but, on. the contrary ,an 
express statute which permits the 
debtor to prefer his creditor, it 
would seem to follow that if the 
debtor bank in this case was a Mon- 
tana institution, the transfer of the 
$19,000 of securities would not be 
invalidated, although the bank 
knew, at the time of making such 
transfer, that it would not open for 
business the next day. 

But, assuming the debtor bank 
is a national bank, in which case the 
transfer of the $19,000 of securities 
would be void under Section 5242 
of the Revised Statutes of the 
United States, then the second ques- 
tion becomes pertinent, has the 
creditor bank, which must return 
the securities to the receiver, any 
recourse upon the other member 
banks for their proportionate in- 
debtedness represented by the man- 
ager’s check? In this case the 
clearing house manager gave his 
check for $19,000 upon the debtor 
in favor of the creditor bank, repre- 
senting a direct debt of the debtor 
bank to the creditor bank of $7,000 
and debts of other banks of $12,000. 
Upon presentment of this check, 
the creditor bank would have been 
entitled to cash under the clearing 


house rule which provides that th: 
manager’s checks “must be settle 
by the debtors to the satisfaction 
of the creditors,’ in which event 
the manager’s check would hav 
been paid and the debts representea 
thereby extinguished. 

But the creditor bank, instead oi 
taking cash, was satisfied to accept 
the debtor’s check upon another 
bank. According to the weight oi 
authority, where a check is sur- 
rendered to the drawee and charged 
to the drawer’s account and the 
drawee’s check is accepted instead 
of cash, the drawer is discharged. 
There is, however, some conflict 
of authority upon this proposition, 
especially where as in this case the 
drawee is not agent of the holder, 
some cases holding that where due 
diligence has been used and the 
drawee’s check is dishonored, the 
drawer remains responsible. (See 
decisions cited in Digest of Legal 
Opinions, 1921, Paragraph 1167.) 

If it should be held in the present 
case that the manager’s check was 
paid, by acceptance of the debtor 
bank’s check, the other banks whose 
debts were covered thereby would 
be discharged from liability on their 
debts ; on the other hand, should the 
manager’s check be held not paid, 
then it would seem there would be 
a liability of the other banks to the 
creditor bank for the amount of 
their debts represented by the 
manager’s check. As, under the 
clearing house rules, the creditor 
bank was not obliged to take the 
debtor’s check in settlement, but 
was entitled to cash if more satis- 
factory, it might be contended that 
the acceptance of the debtor’s 
check, instead of cash, was at its 
own risk and relieved the drawer 
from further liability; on the other 
hand, it may be the clearing house 
custom for creditor banks to take 
the checks of debtor banks, instead 
of cash, in payment of balances and 
this may have a bearing upon the 
question whether the manager’s 
check was or was not paid. The 
question whether the drawer of a 
check is discharged where the 
holder accepts the drawee’s check 
instead of cash has not come before 
the Montana courts in any of its 
phases and it will be for those courts 
to decide whether under the facts 
of this particular case the manager’s 
check was or was not paid by the 
acceptance of the debtor’s check. 


ASSIGNMENT OF REGISTERED LIBERTY 
BonpDS—NECESSITY OF COMPLYING 
WITH REGULATIONS OF THE TREAS- 

URY DEPARTMENT—IOWA 


Notwithstanding the regulation of the 
Treasury Department that “notaries pub- 
lic are not authorized to witness assign- 
ments” of registered Liberty bonds, 
which regulation is printed on the back 
of such bonds. Stockham had a notary 
witness such assignments. 

After Stockham’s death a dispute as 
to the ownership of the bonds arose be- 
tween the persons named as assignees 
and his other next of kin. This dispute 
resolves itself into the question whether 
the failure to have the assignments wit- 
nessed as required by law prevented the 
passage of title as between assignor and 
assignee. 

“Is there not a clear distinction to be 
recognized between an assignment of a 
registered bond contgining the provisions 
quoted above for the purpose of effect- 
ing a transfer that will meet the require- 
ments of the Secretary of the Treasury 
for the registration thereof and an as- 
signment intended only for the purpose 
of transferring title to the assignee? We 
are of the opinion that such distinction 
does exist, and that the assignments in 
question are sufficient to pass title to the 
assignees named.” 

Any “difficulty with the Secretary of 
the Treasury to obtain interest payments 
and a settlement of the bonds at ma- 
turity” does not preclude the passage of 
title to the assignees. 
an re Stockham, 186 N. W. (Iowa), 
50. 


Ricgut To TAx BANK StocK—MoNTANA 


The Union Bank and Trust Company 
of Helena, Montana, paid under protest 
a county tax on its shares of stock as- 
sessed in 1918 and brought this action 
to recover the amount. The tax was 
assessed under an act of 1915 [repealed 
in 1921]. 

Art. 12, Sec. 7 of the state constitution 
provides: “The power to tax corpora- 
tions or corporate property shall never 
be relinquished or suspended, and _ all 
corporations in this state, or doing busi- 
ness therein, shall be subject to taxation 
for state, county, school, municipal and 
other purposes, on real and_ personal 
property owned or used by them and not 
by this constitution exempted from taxa- 
tion,” 

Sec. 17 of the same article defines 
“property” as including corporate stock, 
“but this shall not be construed so as to 
authorize the taxation of the stocks of 
any company or corporation when the 
property of such company or corpora- 
tion represented by such stocks is within 
the state and has been taxed.” 


RECENT DECISIONS 


THOMAS B. PATON, Jr. 


Assistant General Counsel 


“Sec. 7 prohibited the Legislature from 
exempting the personal property of a 
bank from taxation.” 

“The capital stock of the Union Bank 
and Trust Company was represented by 
property within this state subject to taxa- 
tion, and the fact, if it be a fact, that 
such property was not assessed for the 
year 1918 could not justify the assess- 
ment of other property not liable to taxa- 
tion.” 

The court further held that the furnish- 
ing of information, pursuant to the act 
of 1915, by the bank officers, upon which 
the assessment was made could not estop 
the bank to attack the tax on the stock. 

“Again, it is insisted that an officer of 
the Union Bank and Trust Company ad- 
vised the assessor to assess the stock 
against the bank, and therefore the bank 
cannot complain; but the fact that the 
officer may have been mistaken as to the 
validity of the statute does not estop the 
bank to question the validity of the tax.” 
Union Bank and Trust Company, 204 
Pac. (Mont.) 361. 

Note—This decision would seem to 
preclude the taxation of the personal prop- 
erty of national banks or national bank 
stock in Montana. 


RopBery OF BANK—DENIAL OF INTENT 
To Ros OveRCcOME—TEXAS 


White and a companion, according to 
the evidence for the prosecution, “went 
into the State Bank at Buna in Jasper 
County, Texas, and made pretense of 
wanting a draft, and approached near 
to the cashier, who was the only other 
person present, and while he was filling 
out a blank, appellant [White] began to 
draw his pistol. Observing this motion, 
the cashier fell to the floor behind his 
counter and fired a pistol as a means of 
giving an alarm. Appellant and his com- 
panion fled, but were pursued, and after 
a sharp battle between them and the 
citizens and officers, in which appellant 
was wounded, they were captured.” 

White “testified on his own behalf, but 
denied any intention of committing an 
assault or of robbing the bank.” 

“Testing the sufficiency of the evidence 
by the state’s testimony, it would appear 
that an assault was committed by ap- 
pellant in that he made a threatening 
gesture, showing in itself apparently an 
immediate intention coupled with an abil- 
ity to commit a battery. In attempting 
to draw his pistol, as detailed by the 
cashier of said bank, there seems no ques- 
tion but that he went far enough to bring 
his action within the statutory definition 
of an assault. This being true, there 
would remain but the question of what 
his intent was at the time and in making 
such assault.” 
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The evidence recited above, together 
with a confession made by White, would 
“seem to be ample evidence to support the 
jury’s conclusion that said assault was 
committed with the intent by force and 
by means of said assault to take from 
said cashier property in his possession.” 
White v. State, 236 S. W. (Texas Crim. 
App.) 983. 


BurcLaRY—LItaBILity For Loss or Cus- 
TOMER’S Bonps Kept 1N Non- 
BurGLAR Proor VAULT—IOWA 


Burglars entered the vault of the First 
National Bank of Pleasantville and took 
therefrom the Liberty bonds of Kubli, 
left with the bank for safekeeping. “The 
vault was not burglar proof, being made 
of brick, with a door faced with a quarter 
inch of steel and fastened with a com- 
bination lock. Inside the vault was a 
steel money safe or chest, with a screw 
type of door some six inches in thick- 
ness, and secured by a time lock. Cer- 
tain bonds, among which it is claimed 
were those belonging to plaintiff [Kubli], 
were kept in a filing case inside the vault, 
but outside the steel safe. Other bonds 
belonging to the bank itself and some be- 
longing to customers were kept in the 
steel safe.” These other bonds were not 
stolen. 

The court held that the failure of the 
bank to deliver the bonds to the bailor 
on demand put on. it the burden of show- 
ing the alleged loss and also that the loss 
occurred under such circumstances as to 
absolve it from liability. “It is true that 
when the burden has been met by a show- 
ing sufficient to rebut the presumption of 
negligence arising from the failure to 
redeliver the subject of the bailment, the 
burden of proving negligence is upon 
the bailor, and if there be no other fact 
or circumstance shown from which the 
jury may properly find a want of due 
care by the bailee, there can be no recov- 
ery.” The application of this rule to the 
particular case is decisive thereof, for 
the court directed a verdict for the bank, 
and the question is whether the case 
should have been submitted to the jury. 

The court started with the assumptior 
that the bailment was gratuitous, although 
it said that there was no presumption to 
that effect. The court quoting with ap- 
proval from a prior case said: “It is 
exacting none too much to require that 
banks accustomed to keep such deposits 
exercise that care which business men of 
prudence would exercise in keeping prop- 
erty of like value in like circumstances.” 

“The jury would have been authorized 
to find that it [the bank] did not use 
the care in keeping the plaintiff’s bonds 
which it habitually used in the care of 
its own property of similar kind,” the 
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former being kept outside the steel vault 
and the latter inside. 

“We think it too clear for serious 
argument that the question whether the 
bank, acting by its officers and agents, 
exercised the care reasonably required of 
it to preserve the deposit placed in its 
keeping, was a question of fact for the 
jury, and not of law for the court.” 
Hence, the direction of a verdict for the 
bank was error. Kubli v. First Nat. 
Bank of Pleasantville, 186 N. W. (Iowa) 
421. 


PRETENSES — OBTAINING MONEY 
FROM BANK—GIVING CREDIT— 
MoNnTANA 


A charge that a person obtained money 
from a bank by false pretenses is sus- 
tained by proof that such false pretenses 
resulted in the bank giving the person 
credit. “When the $10,000 was credited 
to Mason’s account, possession and title 
to the money passed from. the bank to 
Mason, and it was as much a money 
transaction as if he, in fact, had received 
the money and placed it back in the 
bank, or had received the money, and car- 
ried it away with him. It was his to do 
with as he liked.” State vw. Mason 
(Mont.) 204 Pac. 358. 

Note—The above quotation seems to be 
inconsistent -with the rule that title to 
money deposited is in the bank, which 
becomes the debtor of the depositor. In 
the particular case, however, the con- 
viction was proper, since Mason drew 
out a portion of the fund to his credit. 
The court quoted the following: “An 
averment of obtaining a certain sum of 
money is sustained by proof of obtaining 
a check, draft, warrant, order or the like, 
which is afterwards paid or honored.” 


SIGNATURE TO NoTE IN Bopy or INstRU- 
MENT—PENNSYLVANIA 


“$13,070.86. August 30, 1910. 
“I, Cecelia W. Donohoe, after date, August 
30, promise to pay to the order of Richard 
Donohoe, thirteen thousand and seventy dollars 
and 86/100 dollars without defalcation, value 
received, with interest at 6 per cent. * * 
Witness my hand and seal. 
[Seal] HESTER JOHNSON, 
Notary Public.” 


Is this instrument a negotiable promis- 
sory note? The court said: “That Mrs. 
Donohoe’s signature appears in the body 
of the note and not at the end is unim- 
portant so long as she intended thereby to 
obligate herself, for its payment. There 
is no law requiring a note to be signed 
o end thereof, as in the case of a 
will. 

“The fact that for greater solemnity 
Mrs. Donohoe called in a notary public, 
who was a stranger to the instrument and 
mistakenly wrote her name in the wrong 
place, is unimportant; the obligation re- 
mained that of Cecelia W. Donohoe.” 
In re Donohoe, 115 Atl. (Pa.) 878. 


“Par CoLLECTION” — FEDERAL RESERVE 
BANK oF ATLANTA Founp Not 
GuILTY oF CoERCION—FEDERAL 


The “par collection” controversy be- 
tween the Georgia country banks and the 
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Federal Reserve Bank of Atlanta has 
progressed one further step, the latter 
winning a decided advantage. May 16, 
1921, the Federal Supreme Court held 
that the bill in equity by the banks stated 
a cause of action. 41 Sup. Ct. 499. This 
meant further action in the lower courts. 
March 11, 1922, Judge Beverly D. Evans, 
sitting in the U. S. District Court at 
Atlanta, after a hearing on the merits, 
rendered the following decision: 

“1—Under Sections 13 and 16 of the 
Federal Reserve Act the Federal reserve 
banks are empowered to accept any and 
all checks payable on presentation when 
deposited with them for collection. 

“2—Checks thus received must be col- 
lected at par. The Federal reserve banks 
are not permitted to accept in payment 
of checks deposited with them for collec- 
tion an amount less than the full face 
value of the checks. 


“3—In the discharge of its duties with 
respect to the collection of checks depos- 
ited with them, and with respect to per- 
forming the functions of a clearing house, 
the several Federal reserve banks are em- 
powered to adopt any reasonable measure 
designed to accomplish these purposes. 
To that end a Federal reserve bank may 
send checks to the drawee bank directly, 
for remittance through the mails, of col- 
lections without cost of exchange. If the 
drawee bank refuses to remit without de- 
duction of the cost of exchange, it is in 
the power of the several Federal reserve 
banks to employ any proper instrumental- 
ity or agency to collect the checks from 
the drawee bank, and it may legitimately 
pay the necessary cost of this service. 

“4—The process of the daily collection 
of checks, in the exercise of the clearing 
house functions is not rendered unlawful 
because of the fact that of the checks 
handled two or more of them may be 
drawn on the same bank. 

“S—It is a legitimate feature of the 
clearing house function of a Federal re- 
serve bank to publish a par clearance list, 
that is, a list of banks on which checks 
are drawn that will be collected at par 
by the Federal reserve banks. But inas- 
much as a conclusion may be drawn from 
the appearance of a bank’s name on the 
par list that it agrees to remit at par, 
or has agreed to enter the par clearance 
system, I do not think such a list should 
include the name of any non-member 
bank, unless such non-member bank con- 
sents. I see no objection to including in 
the par clearance list the names of towns 
or cities, with a representation that the 
Federal reserve bank will undertake to 
collect at par checks drawn on any bank 
(member or non-member) in such town 
or city. 

“6—In the inauguration of its par 
clearance system, I find that the Federal 
reserve. bank of the Atlanta district was 
not inspired by any ulterior purpose to 
coerce or injure any non-member bank 
which refused to remit at par. Speci- 
fically I find the charge that the Federal 
reserve bank at Atlanta would accumu- 
late checks upon country or non-member 
banks until they reach a large amount, 
and then cause them to be presented for 
payment over the counter, so as to com- 
pel the plaintiffs to maintain so much 
cash in their vaults as to drive them 
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out of business, as an alternative to 
agreeing to remit at par, is not sustained 
by the evidence. 

“7—I find the evidence insufficient to 
sustain any charge in the bill that the 
Federal reserve bank was acting illegally, 
or exercising any right it had so to op- 
press or injure the plaintiff banks. With 
regard to the publication of the names 
of non-member banks on the Federal 
reserve bank’s par list while I do not 
think the evidences justifies a finding that 
such publication was done to injure or 
oppress plaintiff banks, nevertheless I do 
not think the names of plaintiff banks or 
any of them, should be included in the 
list without their consent. 

“The general result of my findings is, 
that the plaintiffs are entitled to the writ 
of injunction against the inclusion of 
their names on the par list without their 
consent, but are not entitled to an in- 
junction for any other matter complained 
of against the respondents.” 


CaAsHIER’s AUTHORITY TO RECEIVE ANy- 
THING OTHER THAN MONEY IN 
PAYMENT oF NoteE—MIssouri 


Default was made on two notes for 
the total amount of $2,500, held by the 
People’s Bank of De Soto and on the 
demand of the cashier possession of the 
real property covered by the mortgage, 
collateral to the notes, was turned over 
to the bank, which collected the rents. 
Presnell, the mortgagor, “went to the 
bank and asked the cashier what he was 
doing with the rent they were getting 
from the property, and the cashier told 
him that it was none of his business, that 
it was their property; that they had taken 
it for the purchase price that he owed 
on it. He replied that it was all right 
and walked out of the bank, and had 
done nothing with reference to the prop- 
erty since. The plaintiff [bank] con- 
tinued in possession and_ collected the 
rents for some time and finally sold the 
property for $2,000, and to transfer the 
title the mortgage was foreclosed, and 
the property bought in by the purchaser 
for $975. He, however, paid the bank 
$2,000, which one witness testified was 
the full value of the property.” 

In an action on one of the two notes, 
the defense was that the bank had made 
a contract to take the property for the 
debt. The court doubted that the trans- 
action amounted to such a contract “but. 
be that as it may, it is clear that the 
cashier, without being authorized by ac 
tion of the Board of Directors of the 
bank, had no authority to make such a 
contract. The cashier was the agent oi 
the bank, and by reason of his position 
had authority to collect the notes due 
the bank; but, like any other collection 
agent he had no authority to receive as 
payment anything but money.” 

The court further held that the al- 
leged contract, in any event, would have 
been without consideration, and allowed 
the bank to recover on the note. 

The right to an accounting by the 
bank of the rents and proceeds of the 
property could not be enforced by the 
makers of the note because of their 
failure to plead this as a defense. Peo- 


ple’s Bank of De Soto v. Presnell, 236 
S. W. (Mo. App.) 401. 
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Echoes of the Third Mid-Winter 
Conference 


fhe Secretary's office has _ received 
many letters containing interesting com- 
ments upon the Third Mid-Winter Con- 
ference of the trust companies of the 
country, held at the Waldorf-Astoria 
Hotel, New York City, on February 16 
last 

An officer of a well-known Philadel- 
phia trust company expressed his inten- 
tion of working up the discussion upon 
the first four or five of the problems sub- 
mitted to the conference into an address 
to be used in connection with an educa- 
tional course which the company main- 
tains for the benefit of its employes. 

The following comment was made by 
the president of another trust company 
in the same city: “This conference was 
the first one I have attended, and I want 
to express my enjoyment in being there 
and of the many good suggestions I heard 
from the several speakers. It certainly 
does one good to rub shoulders with a 
fellow worker who has the same prob- 
lems to face that we meet in our own of- 
fice, and in exchanging views, learn of 
many good points to be used advantage- 
ously.” 

The secretary of one of the largest 
trust companies in (Connecticut refers to 
the conference as “a splendid meeting,” 
and says, “I feel that this institution 
picked up quite a lot of good material for 
consideration.” 

The president of one of the largest 
trust companies in Virginia writes: “That 
was undoubtedly the most profitable meet- 
ing of the trust companies at which I 
have ever been present, and I have al- 
ready begun to look forward to the meet- 
ing a year hence, where it is my intention 
to bring along several gentlemen from 
our trust department. When you send out 
your questionnaire I hope to send in a 
question or two that I trust will be of in- 
terest to hear discussed.” 

From two states have come requests 
for information relative to the methods 
employed in planning and conducting the 
program. The writers in each case ex- 
pressed themselves as finding the confer- 
ence interesting and wished to model 
meetings of sections of their respective 
state bankers associations upon the same 
plan. 


Estate Settlement Time Limit 


The adoption by all the states of a 
more uniform law relating to the limit of 
time allowed for the settling of estates is 
a matter of general interest to all fidu- 
ciary institutions. In this connection 
Nathan D. Prince, Chairman of the Trust 
Company Division’s Committee on Pro- 
tective Laws and Vice-President of the 


TRUST COMPANY DIVISION 


Trust Company, 


Hartford-Connecticut 
Hartford, Conn., has sent out to all state 
vice- -presidents of this division a com- 
munication which speaks for itself : 


“At a meeting of the Executive Com- 
mittee of the Trust Company Division, 


American Bankers Association, held on 
February 17, the subject of the laws of 
the different states pertaining to the limit 
of time allowed for the settlement of 
estates was discussed and the Committee 
on Protective Laws requested to secure 
information upon this subject and report 
at the next meeting of the Executive 
Committee to be held in May. 

“Tt will, therefore, be greatly appre- 
ciated if you will advise the undersigned 
in respect to the following: 

“1, What is the limit of time set by 
the laws of your state for the closing of 
estates? 

“2. Does this meet the needs as they 
exist in your state? 


“3. Would you advocate any change?” 


Staff Relations Questionnaire 


The following questionnaire has been 
sent to all members of this division by its 
Committee on Staff Relations, of which 
P. E. Hathaway, employment manager of 
the Northern Trust Company, Chicago, 
is chairman. It is planned to publish a 
compilation of the replies for the benefit 
of our members. 

If you have not already sent in your 
answers to the questions, will you not do 
so immediately, in order that the compila- 
tion may be as complete as possible? If, 
for any reason, a copy of the question- 
naire did not reach your company, an- 
other will be sent to you upon application 
to Leroy A. Mershon, Deputy Manager, 
American Bankers Association, 5 Nassau 
street, New York City: 


1. Is there a personnel department 
(dealing with the selecting, placing and 
training of men) in your bank? If so, 
who is in charge? 


2. Have you a pension fund or profit 
sharing system or something similar ? 


3. Do you feel that the bonus system 
im operation during the war was of real 
benefit to the average employe and was 
judiciously used ? 


4. Do you make a practice of employ- 
ing any young university men? If so, 
with what results? 

5. Do you give entertainments for 
your employes or by other methods induce 
them to mix and know one another 
better ? 


6. Do you use special methods to see 
that the employe is used in that branch of 
the work for which he is best fitted? 

7. Do you change your men tempora- 
rily from one department to another for 
training purposes? 
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8. What special training do you give 
your men at your windows and counters 
to make them appeal to your customers? 


_9. What are you doing in an educa- 
tional way to train your officers and em- 
ployes? 
_10. Do you insist on medical examina- 
tion of applicants before entrance? 
11. What educational acquirements, if 
any, do you insist on for your applicants ? 
12. Do you not find that the average 
customer now expects more personal at- 
tention from his bank than in past years? 


The National Publicity Campaign 


The growing and cumulative interest of 
the public in the National Publicity Cam- 
paign, which the trust companies are 
carrying forward, is indicated by_ the 
number of inquiries received at the New 
York office for the booklet, “Safeguard- 
ing Your Family’s Future,” issued in con- 
nection with this campaign. The number 
of requests received in the first three 
months’ advertising for 1922 has far ex- 
ceeded the inquiries received during the 
first six months of 1921. 

The April Bulletin containing advertis- 
ing helps and suggested newspaper copy 
for local use has been mailed to all sub- 
scribers to the campaign. A supply of a 
leaflet entitled, “Your Wife and Your In- 
surance,” has been mailed with this bulle- 
tin to every subscriber. This leaflet is 
based upon recent newspaper accounts of 
the losses suffered by women, who gave 
their money to a certain man to be “in- 
vested.” These women were induced to 
part with their money on the representa- 
tion of this man that he could invest it 
for them and secure large profits. Over 
six hundred thousand dollars was lost by 
women through the operations of this 
man. The leaflet explains the advantages 
and benefits of safeguarding insurance 
money by creating an “insurance trust” 
with a trust company. 

If more heads of families who leave in- 
surance knew the advantages of leaving it 
in trust; if more men leaving estates 
would leave them in the hands of trust 
companies for management; if more 
women knew the advantages of placing 
their funds in voluntary trust for their 
own benefit, there would be fewer cases 
of loss through inexperience or swindling. 

It is believed the distribution of this 
leaflet by subscribers will result in much 
good to the public and be productive of 
new business. 

The trust companies in carrying for- 
ward the National Publicity Campaign 
are not merely doing something for their 
own interest. but are rendering to the 
public a service of incalculable benefit. It 
is only through the broad view of this 
educational movement which the sub- 
scribers to the campaign have taken that 
this work has been made possible. 


| 
| 
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= 


Meeting of Executive Committee 


The usual spring meeting of the Execu- 
tive Committee of the Division has been 
announced for the week of May 7 at 
White Sulphur Springs, W. Va. 

Several important matters of policy will 
be presented for discussion and decision 
and some of the standing committees will 
present reports on subjects of more than 
usual interest. A full attendance by mem- 
bers of the Executive Committee is an- 
ticipated. 


Tax Exemption Dividends 


The opinion of the general counsel of 
the American Bankers Association to the 
effect that dividends from the New York 
mutual savings banks might be claimed 
as a credit on federal income tax reports 
was followed by a further statement that 
the relation between the bank and its de- 
positors is not merely that of debtor and 
creditor, as the depositor “has a beneficial 
interest in the surplus beyond the amount 
of deposits and in the event of a defi- 
ciency of assets, his deposit can be scaled 
down so as to divide the loss equitably 
among all depositors. This is certainly 
an attribute of membership, even though 
the depositor has no right to vote for the 
board of trustees who manage the affairs 


of the bank of whose entire assets the de-. 


positors are virtually the owners.” 


While interesting, this situation has 
aroused no such enthusiasm as to indicate 
any modification of the Division’s unquali- 
fied opposition to tax exemption of securi- 
ties or investments of any favored class. 


The exemption (if sustained by the 
courts) will undoubtedly be of value in 
counteracting the effect of the special ex- 
emption subsidy granted by the revenue 
act of 1921 to the domestic building and 
loan associations, which has been previ- 
ously discussed in these columns. 


The Postal Amendment 


With reference to the pending bill to 
increase the rate paid upon postal savings 
to 3 per cent., resolutions adopted by the 
New Hampshire Savings Bank Associa- 
tion on February 24 recite that the Postal 
savings system was established to provide 
a safe place of deposit for people in com- 
munities without banking facilities and 
for foreigners who are distrustful of 
banks and not to compete with the savings 
banks of the East or the savings depart- 
ments of banks and trust companies of 
the West and South, and proceeds: 


“Tf now the rate of interest which the Federal 
Government has been paying on these postal 
savings is‘increased from 2 per cent. to 3 per 
cent., it can be for no other purpose than to 
place the Federal Government in competition 
with state savings institutions. Later, if a 3 per 
cent. rate of interest on postal savings is not 
sufficient to accomplish this, a demand will be 
made to still further increase the rate of inter- 
est. 
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“This Association has no objection to the 
postal savings system as originally established, 
but if it is to be established as a competitor to 
our savings banks the interests of the state war- 
rant our protest. 

“Without any aid from the state except the 
supervision it exercises over them, our savings 
institutions have become New Hampshire’s most 
important interest. Over half of our people are 


Savings Bank Division’s 
Monthly Business Text 


II, Every young married couple 
should have a savings account. 


Aim: To establish the practice 
of saving by preparing in advance 
for (a) known expenditures and 
(b) reserve fund. 

Plan: Prepare one or more def- 
inite plans such as (1) a personal 
budget service, including expert 
assistance in home_ economics, 
(2) a suitable “club” plan to pro- 
vide for any or all principal items 
such as rent, taxes, insurance, (3) 
facilitating of savings deposits by 
collection at place of employment 
through pay-roll deduction or sav- 
ings society, (4) payment by the 
bank of bills referred by the de- 
positor and to be covered by the 
savings account, etc. 

Steps: Having designated one 
member of the bank staff to make 
the development of the system his 
particular business, we suggest 
the following: 

First, obtain lists from the li- 
cense records and newspapers, 
also obtain lists of newcomers 
through announcements of leases, 
real estate officers, managers of 
large apartment houses and espe- 
cially through corporations with 
which the bank has dealings. 

The prospect list should not be 
restricted too closely to newly- 
weds, as there may be more op- 
portunity for service in the case 
of households which have been 
established for a few years. 

Second, card index those who 
can deal with your bank (or 
branch) conveniently. . 

Third, separate those already 
savings depositors in your bank, 
reserving them for special treat- 
ment. 

Fourth, arrange for a personal 
interview as soon as possible, the 
preparation by mail and news- 
paper work being of less relative 
importance than in a more gen- 
eral campaign outlined in this 
place last month. 

Your plans, your difficulties and 
your experiences can be ex- 


changed for the ideas of other 
bankers by communication to this 
Division. 


savings bank depositors. The more than e 
hundred and fifty millions of accumulations of 
these depositors are an important factor in tie 
life of all our industries. They aid the farn 
the manufacturer and the merchants of 
state. To the farmers and the home owner t! 
loan money on their real estate security at 
per cent, and this rate has not been increased 
during the war or since. 

“These taxes on these savings deposits ( 
paid to the towns of the state, and these taxcs 
are an important part of their annual revenu 
Postal savings pays no taxes to state or natior 

“If the Postal savings system is permitted 
become a competitor of state savings institu 
tions it will be but another encroachment of th: 
Federal Government upon state activities.” 


“What Was Left” 


A recent analysis of the estates of 330 
employees of a public utility company in 
Pennsylvania showed that their group in- 
surance amounted to $317,078.75 (fur- 
nished by the employers). Two hundred 
of the group left a total of $167,283.57 
and the others left nothing. 

This indicates the scope of the field 
which is open to savings banks, 


Postal Savings Deposits 


Total deposits in the United States 
Postal Savings system on February 28 are 
reported to be $145,000,000, a gain of 
$300,000 during the month. The cities 
with deposits of over $100,000, which 
made gains of over $25,000 each, are New 
York, Boston, Brooklyn, Chicago and 
Seattle, but these gains were approxi- 
mated by the decreases in many small 
offices. However, the Post Office De- 
partment states that “these advices con- 
firm recent statements of improvements 
in industrial conditions throughout the 
country.” 


New Reprints Available 


The results of recent studies by the 
Division’s office are embodied in two arti- 
cles by Mr. Woodworth which appear in 
April periodicals entitled respectively 
“Twenty-five Plans for Increasing Serv- 
ice” which appears elsewhere in this issue 
of the JourNnat and “Life Insurance for 
Savings Depositors.” Reprints of both 
articles will be available to member banks 
on request. 


Honor Roll 


After each annual and semi-annual in- 
quiry by this division as to the status of 
school savings banking systems, an honor 
roll will be issued in which the cities will 
be ranked according to the percentage of 
depositors to total enrollment in the 
schools where systems have been installed. 
The roll will be arranged in four classes 
according to size. 

The honor roll for the present school 
year to January 1, 1922, is as follows: 


R 
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Class A 
Total Enrollment Over 10,000 
Percentag 
Partici- of En- 
nk City pants rollment 
1 Evansville, Ind........... 9,652 90 
2 Huntington, W. Va...... 8,935 89 
3 Memphis, Tenn........... 18,914 89 
4 Allentown, Pa............ 12,947 88 
» Rochester, N. Y......... 87 
© Pittsburgh, P. 83 
? Dayton, Ohio..... 81 
8 New Orleans, La. 80 
) Harrisburg, Pa.... 80 
10 Waterbury, Conn. 79 
{1 Akron, Ohio... ‘ 79 
12 Peoria, 78 
13 Wilkes-Barre, 76 
i4 Toledo, Ohio 75 
15 Louisville, Ky............ 21,069 75 
Class B 
Total Enrollment Between 5,000 to 10,000 
1 Lexington, Ky........... 5,945 90 
2 Meriden, Conn........... 4,689 89 
3 Charleston, W. Va....... 5,419 89 
4 Racine, Wis.............- 7,053 86 
5 Jackson, Mich............ 5,675 81 
6 Covington, Ky........... 4,160 79 
7 Chelsea, Mass..........-. 5,076 76 
8 Little Rock, Ark....... 6,377 75 
Class C 
Total Enrollment Between 2,000 to 5,000 
1 Cannonsburg, Pa......... 2,648 97 
2 Logansport, Ind.........- 3,395 97 
3 New Albany, Ind........ 3,476 97 
4 Freeport, Ill.............. 3,050 95 
5 Middletown, Ohio........ 4,083 94 
6 New Philadelphia, Ohio.. 2,232 92 
7 Greensburg, Pa........... 1,996 91 
8 Sharon, Pa............60. 3,205 90 
9 Woodlawn, Pa........... 2,241 90 
10 Connellsville, Pa......... 2,520 89 
11 Salem, Mass.............. 2,694 88 
12 McKees Rocks, Pa....... 1,861 86 
13 Fa... 3,807 86 
14 Alameda, Calif........... 4,000 85 
15 Green Bay, Wis.......... 4,139 84 
16 Cuyohoga Falls, N. Y.... 2,151 84 
17 Pottsville, Pa............. 2,865 84 
18 Ansonia, Conn............ 2,312 83 
19 Lebanon, Pa.............. 2,577 81 
20 Braddock, Pa. ». 2,215 80 
21 Alton, Iif......: 3,689 80 
22 Oneonta, N. Y... .. 1,827 79 
23 Barberton, Ohio.......... 2,691 79 
24 Sandusky, Ohio........... 2,456 78 
25 Granite City, Ill.......... 2,192 76 
26 Massillon, Ohio........... 1,600 76 
27 Newark, Ohio............ 3,614 75 
28 Frackville, Pa............ 2,083 75 
29 Monessen, Pa............ 2,364 75 
30 Freeport, N. Y..........- 1,627 75 
Class D 
Total Enrollment Under 2,000 
1 Clearfield, Pa............ 1,395 96 
2 Warwood, W. Va........ 727 95 
3 St. Albans, W. Va....... 769 94 
4 McMechen, W. Va...... 579 93 
5 Gallipolis, Ohio.......... 1,025 93 
6 Carnegie, Pa............ 1,682 91 
7 Schuylkill Haven, Pa.... 904 91 
8 Coropolis, Pa........ 997 90 
9 Struthers, Ohio 1,320 89 
10 Marshall, Mich... 725 87 
11 Ashtabula, Ohio.......... 660 87 
12 Port Jervis, N. Y........ 1,424 86 
13 Williamstown, W. Va.... 420 86 
14 Point Pleasant, W. ‘ 83 
15 81 
16 arine City, Mich....... 80 
17 Follansbee, W. Va 80 
18 Sayre, 80 
19 Paw Paw, Mich.......... 79 
20 New Martinsville, W. Va 697 79 
21 Sistersville, W. Va...... 764 79 
22 Athens, 637 78 
23 Sullivan, Ind............ 750 77 
24 Dixon, 1,404 77 
25 Elm Grove, W. Va....... 1,325 77 
26 Sterling, Iil.............. 1,148 76 
27 Canandaigua, N. Y...... 420 76 
28 Wood River, IIl 744 76 
29 Bridgeville, Pa........... 500 77 
30 Lock Haven, Conn...... 921 76 
32 cDonald, Pa 10 75 
33 Bennington, Vt.......... 525 75 
34 Bogalusa, La.......ccccee 582 75 
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School Savings Banking Record 


SEPTEMBER, 1921, To JANUARY 1, 1922 
(Compiled by American Bankers Association, Savings Bank Division) 


Per Cent. Bank 
STATE Enrollment | Partici- Partici- Collections Balance 
pating pating? January 1 


North Atlantic 


Connecticut............0005 36,761 272 $46,750.71 $38,782.16 
Massachusetts............- 130,949 44 106,788.21 74,469.53 
New Hampshire............ 1 1 343.62 1 
Rhode Island............... 2,099 29 3,288.89 5,141.92 
eee 1,100 64 1,946.44 1,694.44 
175,009 51 $160,408.40 | $128,634.50 
Middle Atlantic 
New Jersey............+4-- 44,803 53 $40,411.04 $193,999.82 
Now 562,321 170,130 32 209,408.65 1,128,383 .42 
Pennsylvania............... 249,074 191,901 78 618,706.30 1,179,479. 60 
Total. 856,198 385,438 46 $868,525.99 | $2,501,862. 84 
East North Central 
65,223 64 $95,808 . 56 $132,549. 26 
37,634 77 76,290.76 109,668.44 
80,832 50 90,185.75 198,724.34 
40,043 50 47,129.74 54,690. 22 
Total.............. 404,657 62 $664,869.68 $970,149.29 
West North Central 
62,112 49 $49,331.58 $77,584.48 
140,319 38 76,013.43 109,038.63 
Nebraska..............0005 41,852 44 57,460.25 133,914.60 
Total 244,283 35 $182,805.26 $320,537.71 
South Atlantic 
450 14 $139.94 $1,446.23 
District of Columbia...... Sa 5,173 36 57,313.56 26,107.72 
Georgia.............cccceee 5,574 46 3,012.18 11,526.98 
North Carolina............. 273 50 2,329.17 411.14 
Virginia... 38,545 50 100,530.18 62,756.44 
West Virginia.............. 28,282 82 53,949.12 40,292.86 
78,297 61 $217,274.15 $142,541.37 
East South Central 
4,851 67 $878.79 $932.12 
Kentucky..........cceceeee 39,828 78 64,234.75 106,173.72 
Mississippi................. 3,711 20 2,950.37 5,473.50 
21,225 89 45,609. 26 64,787.60 
69,615 54,096 77 $113,673.17 $177,366.94 
West South Central 
Arkansas................- 8,502 75 $3,890.04 1 
42,778 79 29,364.05 1$494 .92 
ORBHOMS..6.cccccccsecsce 15,000 66 4,090.81 6,722.46 
FORE. aces 66,280 76 $37,344.90 $7,217.38 
Pacific 
California................4. 148,615 32 $182,079.73 | $1,206,633.95 
148,615 34 $188,291.12 | $1,226,871.04 
Mountain 
New Mexico............... 2,032 496 24 $468.84 $436.23 
Totals, All States... 2,044,986 996,327 251 $2,439,868.90 | $5,475,617.30 


1 Returns inadequate. 

2 Percentages are based only on systems reporting both enrollment and participants. 

3 California in most cases holds adult accounts in the school department if opened through the 
school system, although in practically all other states and especially in systems which report largest 
collections and percentages the pupils are encouraged and even urged to transfer sizable amounts to 
regular accounts, which are not reported for this table. 
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Tax on National Bank Circulation 


The National Bank Act as passed in 
1863 prescribed a tax of 1 per centum 
semi-annually upon circulation and it was 
payable to the Comptroller of the Cur- 
rency. In 1864 the rate was lowered to 
one-half of 1 per centum semi-annually 
and made payable to the Treasurer of 
the United States, though other taxes 
were levied upon the deposits and upon 
capital stock. The latter were repealed 
by the Act of 1883, but the rate on cir- 
culation continued until 1900 when Con- 
gress amended the law to provide that 
circulation secured by bonds of the 
United States bearing interest at the 
rate of 2 per centum per annum should 
be taxed one-fourth of 1 per centum 
each half year upon the average amount 
of notes. This rate and the former rate 
upon other bonds prevail at the present 
time. 

During the last fiscal year national 
banks had on deposit as security for cir- 
culation $75,000,000 of bonds of the series 
of 1925 bearing interest at the rate of 
4 per centum; $73,000,000 of Panama 
bonds at the 2 per centum rate; and $575,- 
000,000 of the United States consols 
bearing 2 per centum interest. The to- 
tal circulation thus secured was $723,000,- 
000, of which $75,000,000 was taxed at the 
rate of one per centum per annum and 
$648,000,000 at one-half of one per cent- 
um, yielding in all a revenue of $4,090,000. 

The last annual report of the Comp- 
troller of the Currency shows the 
expenses of his bureau to have been $9,- 
200,000. This includes the cost of fur- 
nishing special dies, rolls, engraved plates, 
printing and ‘paper and, in fact, every- 
thing except rent for which no expense 
is incurred. Approximately $5,800,000 
of this sum was for salaries, printing 
and binding, issue and redemption of na- 
tional bank notes and Federal reserve 
notes, examination of national banks, 
heat, light, telegraph and telephones, and 
was reimbursed to the department by 
the banks themselves, including the Fed- 
eral reserve banks. The difference be- 
tween the total expenses of the bureau 
and the amount paid by the banks was 
$3,400,000 which had to be paid from ap- 
propriations made by Congress. 

A study of the items paid from the 
annual appropriation shows that salaries 
required $189,000; printing and binding 
$69,000; heat, light, telegraph and tele- 
phone $8,000; special examination of 
national banks approximately $2,500; 
special dies, rolls and plates for printing 
national bank notes $910,000; and the 
same for Federal reserve bank notes 
$2,229,000. The only items in this list 
made necessary entirely by reason of the 
national bank system are the $910,000 for 
issuing notes and the $2,500 for special 
examinations, though several of the 
others are attributable in part to this 
work, The total of all sums expended 
from appropriations, reduced by only the 


NATIONAL BANK DIVISION 


$2,229,000 disbursed entirely in the issue 
of Federal reserve bank notes, is $1,175,- 
000 which is a very liberal estimate of 
the expense of the bureau chargeable 
directly to national bank supervision. 

During the same period national banks 
paid in taxes upon their circulation the 
sum of $4,090,000. This is three and 
one-half times the amount of expense 
incurred by the government by reason of 
its administration of the national bank- 
ing system. In years now past this heavy 
tax may have been justified by the higher 
cost of maintaining the system, but there 
seems to be little reason for its contin- 
uance at this rate when banks are called 
upon to reimburse the treasury for al- 
most all sums expended in their super- 
vision and in addition to pay state and 
municipal taxes, income taxes and capital 
stock taxes the same as other corpora- 
tions. 


Misdemeanor by National Bank 
Examiners 


Another bill favorably reported from 
the House Committee on Banking and 
Currency amends Section 5209 of the 
Revised Statutes of the United States. 
The law now provides that any Federal 
reserve agent or any employee of a Fed- 
eral reserve bank or of the Federal Re- 


_serve Board who embezzles or mis- 


applies any funds or securities entrusted 
to his care shall be guilty of a mis- 
demeanor. This bill declares it to be a 
misdemeanor and provides punishment by 
a fine of not more than $5,000 or im- 
prisonment for not more than five years, 
cr both, in the discretion of the court, 
fer “any national bank examiner ap- 
pointed by the Comptroller of the Cur- 
rency, assistant or clerk to said examiner, 
who embezzles, abstracts or wilfully mis- 
applies any moneys, funds or securities 
intrusted to his care or which comes 
into his possession while making an ex- 
amination of any bank, or without com- 
plying with or in violation of the pro- 
visions of the Federal Reserve Act, issues 
or puts into circulation any Federal re- 
serve notes.” - 

Just when enactment of this. bill may 
be expected cannot be foretold at this 
time. However, it is felt that thus addi- 
tionally safeguarding the funds for which 
banks are responsible to their depositors 
is not an undue precaution. Such a mis- 
application of funds perhaps will never 
be recorded, but the anticipation of it 
seems to be not unwise. 


Perpetual Charters 


The bill to grant perpetual charters 
to national banks has been advanced one 
step in Congress. Recently the Commit- 
tee on Banking and Currency made a 
favorable report on this bill to the House 
and it now awaits action by that body. 
It proposes to amend Section 5136 of the 
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Revised Statutes of the United States 
so as to make the paragraph therein 
designated “second” read as follows: 

Second. To have succession until it shal! 
be dissolved by the act of its shareholders 
owning two-thirds of its stock, unless its fran 
chise shall become forfeited by reason of vio 
lation of law, or unless it shall be terminated 
by_act of Congress hereinafter enacted. 

Sec. 2. All Acts or parts of Acts providing 
for the extension of the period of succession 
of national banking associations for twenty 
years are hereby repealed, and the provisions 
of paragraph second of Section 5136, Revised 
Statutes, as herein amended shall apply to all 
national banking associations now organized 
= operating under any law of the United 

ates, 


Between July and October 31, next, 
the charters of twenty-three national 
banks will expire for the third time and 
there is no law under which they can be 
reextended. Some provision for the fur- 
ther life of these banks must be made. 
Some legislative action is necessary to 
prevent their forced liquidation. The 
House Committee feels that to avoid 
such situations in the future, and to effect 
savings of both time and expense to the 
banks and to the government as well the 
charters should be perpetual. 

Likewise, the charters of 331 national 
banks will expire this year for the first 
time, and 135 for the second time. There 
is existing law for the extension of all 
of these, but special examinations and 
reports must be made and various regula- 
tions must be complied with. Also, if 
they issue circulation new plates must be 
engraved and the notes awaiting delivery 
must be destroyed. All of this wasteful 
expense could be avoided by the granting 
of charters for all time and the passage 
of this bill through the House is awaited 


Comptroller’s Calls 


Another bill reported favorably to the 
House by the Committee on Banking 
and Currency amends the Act of June 
3d, 1864. Paragraph 440 of this Act 
prescribes the number of reports to be 
made each year to the Comptroller of 
the Currency. This bill reduces the mini- 
mum number from five to three, making 
the first sentence of the paragraph read 
as follows: “Every Association shall 
make to the Comptroller of the Currency 
not less than three reports during each 
year, according to the form which may 
be prescribed by him * * *,” 

In the light of the authority vested in 
the Comptroller of the Currency to order 
as many other statements as he deems 
advisable, this amendment seems reason- 
able and an adequate safeguard. The 
regular examinations provided for, and 
the special ones within the Comptroller’s 
discretion, afford instrumentalities 
through which the condition of any bank 
may be ascertained at any time, and 
lowering the minimum number of calls 
does not impair the strictness of Federal 
supervision. 
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Duties of the Banker 


Mr. Puelicher’s Warning to 
Central States Conference 


At the opening of the annual Central 
States Conference in Milwaukee last 
month the Doxology was sung and the 
Lord’s Prayer was repeated by the repre- 
sentatives of the fourteen associations 
in attendance. 

John H. Puelicher, Vice-President of 
the American Bankers Association, and 
vice-president of the Marshall & Ilsley 
Bank, Milwaukee, outlined the educa- 
tional work undertaken by that Associa- 
tion. He called attention to the serious 
results that may ensue from economic 
misunderstanding, and the necessity for 
bringing to the large foreign born ele- 
ment in this country a realization of 
American ideals and institutions. In a 
population of over five million in New 
York City, he said, over one million were 
foreign born. To make these people 
understand American institutions, busi- 
ness standards and civic standards is the 
direct task of the banker and he em- 
phasized the importance of beginning 
this educational work in the school, where 
the child may be imbued with ideas of 
thrift and economy, what a bank is and 
how it can serve him. If the bankers, 
he said, are considered Shylocks preying 
upon the community, the bankers them- 
selves are to blame, as they have the 
opportunity to make themselves under- 
stood as they are. 

Fred N. Shepherd, Executive Manager 
of the American Bankers Association, 
designated this Association as a great 
educational institution and said that its 
present purpose is to establish with the 
authorities in government a better ac- 
quaintanceship and more cordial rela- 
tions. In referring to the attacks made 
on the Federal reserve system, Mr. Shep- 
herd said that the officers are only 
human and that constructive criticisms of 
the system are desirable. He advocated 
as necessary a campaign of education 
among the bankers, business men and 
farmers, and suggested that the secreta- 
ries make an effort to have speakers on 
banking subjects or some phase of eco- 
nomics appear before the various con- 
ventions of business men scheduled in 
their respective states. He expressed the 
wish that the following slogan might be 
engrossed over the door of every bank- 
ers’ association, every business associa- 
tion and every bank, “If it is for the 
common good, it is for the good of busi- 
ness. 


M. A. Graettinger, in his report as 
chairman of the Committee on Federal 
Taxation, said that the provision in the 
new revenue law permitting banks to 
make deduction for personal property, 
taxes paid for stockholders, on account 
of their stockholdings, would save to 


the banks $25,000,000 from the 1921 
taxes. 
Other speakers were Wirt Wright, 


president National Stockyards Bank, 
National Stock Yards; W. C. Macfadden 
of North Dakota; A. E. Adams, presi- 
dent Dollar Savings Bank, Youngstown; 
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The Doorway 
of Achievement 


Countless men— unknown at 20— 
famous at 50 have passed through 
this door seeking banking counsel. 


Banking hours 10 to 3. 


But this 


door is open until dark. 


A commercial bank—perform- 
ing every function of a bank 


Seeking new business on our record 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


John D. Phillips, president Green Valley 
Bank, Green Valley, Ill. W. F. Keyser 
of Missouri was elected president and 
S. A. Roach of Ohio was elected secre- 
tary of the Conference. This unique 
resolution was adopted: 

“Resolved, That while we acknowledge 
ourselves to be the repository of the 
oracles, and admit ourselves to be en- 
dowed with grace to speak with the 
tongues of men and angels, and to under- 
stand all mysteries and all knowledge, 


we nevertheless hold our peace, leaving 


the problems of state to statesmen, and of 
reforms to reformers. We renew our 
allegiance and loyalty to the multiplica- 
tion table, and to all duly authentic in- 
terest tables. We reaffirm our adherence 
to the nebular theory, the ten command- 
ments, the rule of three, the golden rule 
and the Sermon on the Mount; the gold 
standard and the standard of weights and 
measures, to all of which we dedicate 
our lives, our fortunes and our sacred 
honor. Concerning the eighteenth 
amendment, deponent saith not.” 


| 
| 
| 
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New Banks Organized 


MoNTANA 
Cut Bank—Glacier County State Bank. 
Capital, $20,000. President, L. M. Ler- 
berg; cashier, J. R. Stille. 


ARKANSAS 

Benton—Benton Bank and Trust Com- 
pany. Capital, $50,000. 

Foreman — Merchants and Planters 
Bank. Capital, $10,000. President, L. C. 
Schackelford; vice-president, L. J. Atkin- 
son. 


Kensett — Bank of Kensett. Capital, 
$10,000. 
CALIFORNIA 
Alhambra—Bank of Alhambra. Capi- 


tal, $50,000. President, Henry P. Thayer; 
cashier, R. T. Segner. 

Lemoore—The National Bank of Le- 
moore. Capital, $100,000. President, 
H. C. Lillis; cashier, A. P. Campbell. 


Los Angeles—Highland Avenue Sav- 


ings Bank. Capital, $25,000. 


DIstTRIicT OF COLUMBIA 


Washington—Standard National Bank. 
Capital, $200,000. President, A. S. Gar- 
diner ; cashier, James Trimble, Jr. 


FLORIDA 


Jacksonville — Florida State Bank. 
Capital, $50,000. President, John Hurst; 
cashier, A. St. George Richardson. 


Miami — Commercial Trust Company. 
Capital, $300,000. President, C. M. Clay- 
ton; secretary-treasurer, T. F. Donovan. 


ILLINOIS 


Chicago—Auburn Park Trust and Sav- 
ings Bank. Capital, $200,000. President, 
Roy T. Roberts. 


Chicago—Bankers State Bank. Presi- 


dent, Samual F. Flower; cashier, Chas. - 


H. Irish. 

Chicago—Seventy-Ninth and Holstead 
State Savings Bank. President, W. M. 
Richards; cashier, C. W. Worthington. 


INDIANA 


Evansville—The National City Bank. 
Capital, $500,000. President, Francis J. 


Reitz; cashier, B. S. Alnutt. 

Corydon—Corydon State Bank. Presi- 
dent, Wm. Ridley; cashier, Samuel 
Pfrimmer. 


Jasonville — Citizens Trust Company. 
Capital, $25,000. 


KENTUCKY 
Dover — Bank of Dover. President, 
W. H. Mackoy; cashier, H. T. Asbury. 


Springfield—Washington County Bank. 
President, R. B. Cregor; cashier, W. H. 
Wharton. 

MASSACHUSETTS 


Boston—Haymarket Trust Company. 


MICHIGAN 
Hartford—First State Bank. Capital, 
Rives Junction — Farmers and Mer- 
chants Bank. Capital, $25,000. Presi- 
dent, L. Bartholf; secretary, Bert Blair. 


MISsSISSIPPI 


Wilmington — Bank of Commerce. 
Capital, $100,000. President, R. L. Henly; 
vice-president, Jno. R. Hanby. 


NEw JERSEY 
Paterson—Peoples Bank of Hawthorne. 
President, James Lappin; cashier, H. R. 
Dobler. 
Trenton — Hanover Trust Company. 
Secretary-treasurer, John M. Connelly. 


New Mexico 


Las Cruces — Mesilla Valley Bank. 
Capital, $25,000. President; Percy W. 
Barker; cashier, Pat F. Campbell. 


NortH CAROLINA 
Brevard — Pisgah Bank. President, 
J. H. Pickelsimer; vice-president, Billy 
Davis. 
OKLAHOMA 


Binger — The First National Bank. 
Capital, $25,000. President, C. G. Kern; 
cashier, J. H. Fugate. 


Blair—First National Bank. Capital, 
$25,000. President, R. R. Jackson; cash- 
ier, O. N. Rowe. 

Brinkman—The First National Bank. 
Capital, $25,000. President, T. 
DeArman; cashier, West Holland. 

Durant—The American National Bank. 
Capital, $100,000. President, S. A. Whale. 

Hooker—The Farmers and Merchants 
National Bank. Capital, $40,000. Presi- 
a W. D. Myers; cashier, D. P. Met- 
calf. 

Hugo—The City National Bank. Capi- 
tal, $100,000. President, M. L. Carter; 
cashier, R. D. Margrave. 

Marlow — The First National Bank. 
Capital, $25,0000. President, J. J. Adkins; 
cashier, P. V. Rabb. 

Millerton — Citizens oe Capital, 
$10,000. ge W. Y. Webb; cash- 
ier, H. E. 

County National 
Bank. Capital, $25,000 President, 
Frank Lewis; cashier, E. G. Goodnight. 

Purcell — The McClain County State 
Bank. Capital, $30,000. President, John 
H. Perry; cashier, John H. Wells. 

Texhoma — The Farmers National 
Bank. Capital, $25,000. President, Guy 
W. Slack; cashier, C. L. Swan. 


PENNSYLVANIA 

Boiling Springs — Boiling Springs 
State Bank. Capital, $30,000. 

Harrisburg — Fraternity Trust Com- 
pany. President, Ira Mosey; secretary, 
A. F. Speese. 

Lancaster — Agricultural Trust and 
Savings Company. Treasurer, Paris F. 
Snyder. 

Philadelphia — The Rittenhouse Na- 
tional Bank. Capital, $500,000. Presi- 
dent, Howard Longstreth; cashier, W. C. 
Fitzgerald. 

Pittsburgh—Freeport Bank and Trust 
Company. Capital, $125,000. 
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Springdale — Springdale Trust Com 
pany. Capital, $125,000. 

West Philadelphia—Woodland Aven: 
State Bank. Capital, $50,000. President, 
Chas. V. Roberts. 


SoutH DAKOTA 


Lesterville — Community State Ban. 
Capital, $15,000. President, J. A. Wag 
ner; cashier, F. A. Wagner. 


TEXAS 


Beaumont—The Texas National Bank 
Capital, $250,000. President, Frank AI 
vey; cashier, H. W. Gardner. 


Woodville — Guaranty State Bank 


Capital, $25,000. President, S. W. Sib 
ley; cashier, George E. Neel. 
VIRGINIA 
Clintwood—Clintwood Bank. Capital, 


50,000. President, J. C. Smith; 
tary, W. M. Ross. 

Disputanta Farmers Bank. Capital, 
$50,000. President, J. H. Binford; sec- 
retary, A. N. Cocke, Jr. 

Haymarket — Bank of Haymarket. 
Capital, $50,000. President, W. M. Jor- 
dan; secretary, W. C. Payne. 


secre 


WISCONSIN 
Eagle River—The First National Bank. 
Capital, $25,000. President, E. W. Ellis; 
cashier, Fred Morey. 
Milwaukee—Liberty State Bank. Capi 
tal, $100,000. 


The National Bank of Tulare and the 
Savings Bank of Tulare, Calif., have be- 
come affiliated with the First National 
Bank of Los Angeles and the Los An- 
geles Trust and Savings Bank, of which 
Henry M. Robinson is president. The 
resources of the National Bank of Tulare 
totaled, on December 31 last, $1,131,380.57, 
while the Savings Bank of Tulare, at 
the same time showed resources of $281,- 
432.37, a-total addition to the resources 
of the Robinson banks of more than 
$1,412,812.94. The total resources of all 
the affiliated banks under the call of De- 
cember 31 last are $184,073,261.15. The 
transaction does not entail an outright 
purchase, but the stockholders of both the 
National Bank of Tulare and the Sav- 
ings Bank of Tulare, by an exchange of 
shares, become copartners in the entire 
business of these Los Angeles banks 
L. L. Abercrombie will continue to be 
president of the Tulare institutions. 


William E. Knox, heretofore vice- 
president of the Bowery Savings Bank of 
New York City, was recently elected to 
the presidency of that institution. 


James B. Dodge, president of the Hill- 
we Banking Company, died March 
21, 1922. 


| 
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STATE BANK DIVISION 


Country Bankers and Farm Finance 
Ways and Means of Solving the Agricultural Problem 


(JUESTION.—Are you interested in 
ways and means of rediscounting farm 
murtgages in some such manner as Fed- 
eral reserve banks now rediscount com- 
mercial paper? Can such rediscounting 
best be done through the Federal farm 
loan system or through some other 
agency? How are the Federal farm 
loan banks and the joint stock land 
banks working in your territory? 

The foregoing inquiry was No. 1 ina 
questionnaire recently sent to member 
banks by the State Bank Division of the 
American Bankers Association. Their re- 
sponses were beyond expectation and 
contained much valuable information 
and comment in regard to conditions in 
various parts of the United States. A 
large majority of the answers were simi- 
lar in character and evidenced the fact 
that ways and means thus far developed 
for handling farm mortgages are making 
progress, but are yet a long distance from 
perfection. The viewpoint of country 
bankers on the subject of farm finance 
is reflected in the following communica- 
tions: 


Help Local Banks Help Farmers 


From TENNESSEE—I would say that 
credit facilities for the man on the land 
are at present woefully insufficient. The 
best security a bank in the Styx can have 
is land, and when hard money makes it 
almost impossible to liquify paper of this 
character our farmers have to leave the 
farm or cease to function. The Federal 
land bank for our District has made 
but nineteen loans in our county of 
25,000 people within the last twelve 
months and the successful applicants for 
these crumbs of credit were almost driven 
to despair with the multitudinous re- 
quirements and regulations of the system 
before getting any money. Some plan 
must be worked out enabling the farmer 
to get relief through his local bank, the 
local bank, in turn, having the privilege 
of rediscounting land mortgages to the 
extent of its capital and surplus with one 
of the government institutions. The 
country bank would thus be guarantors 
of title, land values and the maker of 
the paper; which, with the land as pri- 
mary basis, would make a sound trans- 
action. In some instances, payments 
might be slow, but the land value and 
the human character value would be 
there and in 99 cases out of 100 the man 
whose home is on the land would ulti- 
mately pay the obligation, and his citizen- 
ship and cheerfulness in his toil would 
go up 200 per cent. thereby. He would 
be a satisfied tiller of his acres and abso- 
lutely deaf to the all too prevalent Bol- 
shevisticisms that now beset our labor- 


ing classes. Hundreds of honorable 
farmers have poured out tales of woe to 
me, telling me that their labor, their all, 
had been willingly spent from sun to sun, 
yielding but the most meagre returns in 
food and clothing for their families, 
much less funds for application to the 
mortgage notes. They have repeatedly 
added, “If you will tell me where I can 
get the money, I will do so, paying any 
required rate, as I want to stay on the 
land if humanly possible.” 

When these cases are presented we do 
not close the man out, but we pore over 
our note case in an effort to find a short- 
time piece of paper which our city corre- 
spondent will have, and send it to him 
for rediscount, that we may assist fur- 
ther for a few months one of our deserv- 
ing clients. Now, this has been the ex- 
Derience of most country banks, their 
central thought being to take care of the 
country and not gain for themselves. 
Had it not been for the consideration of 
the correspondent banks I shudder to 
think of what would have happened. 
And, if more accessible credit machinery 
is not arranged, the best farmers are sure 
to leave the land and those that remain 
will develop into a distinct, sullen, peas- 
ant class. Provisions for getting oes 
on farm products do not hit the sore 
spot. The farmer must be able to get 
liquid capital out of his land, readily. 
The small farmer, especially, will never 
avail himself of the circuitous route laid 
out for him by the War Finance Cor- 
poration to get a little money by tying up 
his milch cows, his hogs and his store 
of ear corn which he is compelled to 
feed daily to his stock and to his family. 
He has to sign so many papers, make so 
many exhibits and declarations, that he 
would be mortally afraid to feed an ear 
of corn or work his animals out of fear 
of his government to whom his chattels 
had been conveyed in trust. My sugges- 
tions may be crude when the rule of 
scientific economics is applied, but some 
plan, surely, can be worked out by wiser 
heads that will not be hedged about with 
so many provisions that virtually defeat 
the object for which it is created. 


Buy Federal Land Bank Bonds! 


Wisconstn—In reading over the ques- 
tions in your questionnaire it seems to 
me that the first question is the one 
which most vitally affects the rural coun- 
try banks such as the institution which I 
represent. From what I can learn from 
newspaper and magazine items, I believe 
that this is particularly true of the rural 
banks in the Mississippi valley and 
western states. 

I have had occasion lately to read the 


693 


annual reports of the presidents of some 
of the larger city banks, from which it 
appears that the larger banks have been 
able to reduce their bills payable and re- 
discounts by from 50 to 75 per cent. dur- 
ing the past six or eight months. Some 
of them go further and state that, had it 
not been for the continual appeal for aid 
from the smaller country banks, their re- 
discounts and bills payable could have 
been entirely wiped out, which reports 
naturally lead one to think that there 
must be something wrong with the 
financing of the rural districts, otherwise 
these rural banks would not be continu- 
ally appealing for aid. 

Then I lay down the presidents’ re- 
ports and pick up the daily paper and 
read that some large bonding house in 
New York opened and immediately closed 
its books on the sale of a large issue of 
industrial bonds which was largely over- 
subscribed. Therefore we must conclude 
that it is not difficult at the present time 
to finance the large industries, but it is 
difficult, I know from actual practical ex- 
perience, to negotiate or finance the rural 
farm paper. 

Farm loan rates at one time were down 
to 6 per cent. in this community. Then 
they rose to 7 per cent., in some cases 
7% per cent., and in a few cases as high 
as 8 per cent. per annum interest, on top 
of which was added a loan fee of any- 
where from 2 to 3 per cent., and even at 
the present time we find it more or less 
difficult to negotiate good first farm mort- 
gages on a basis to net the investor 7 per 
cent., and naturally we cannot help but 
be interested in “ways and means of re- 
discounting farm mortgages in some such 
manner as Federal reserve banks now 
rediscount commercial paper.” 

As to whether such rediscounting can 
best be done through the Federal farm 
loan system or some other agency, I am 
not in a position to say. I believe that 
either agency, conducted in a good, sound, 
businesslike way will answer the purpose. 
The Federal farm loan system, being 
already organized, probably could do this 
if they had the available funds and were 
given permission to do so. 

Federal farm loan banks and _ joint 
stock land banks are working in this 
territory. The writer has the privilege of 
representing as secretary-treasurer a lo- 
cal farm loan association. During the 
fall of 1921, we were allotted eight loans. 
If the Federal land bank had been in 
position to handle them we could have 
trebled or quadrupled the number. This 
was during the months of September, Oc- 
tober and November. Since that date, in 
fact during the last 60 days, 24 farmers 
have voluntarily called and asked for 
Federal loans in sundry amounts, total- 


ing $66,000. 
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Applications cannot, however, be con- 
sistently accepted at the present time for 
the reason that the Federal land bank, 
as I am reliably informed, has sufficient 
applications on hand to take up all avail- 
able funds thus far, and probably cannot 
consider further applications until an- 
other bond drive for the purpose of rais- 
ing funds is put on. I am sure that it is 
not the fault of the Federal land bank 
that they cannot take care of the tre- 
mendous demand for farm loans. They 
must have available funds to handle these 
loans with, and it takes time, of course, 
to secure these funds. 

It would seem to the writer that Fed- 
eral land bank bonds which draw 5 per 
cent. interest—tax exempt—should be an 
attractive investment for such persons 
who are seeking to put their money out at 
the best available rate of interest, on ab- 
solutely sound security; and yet they buy 
4 or 4% per cent. industrial bonds in 
preference to the 5 per cent. farm mort- 
gage bonds. 

I believe the American Bankers Asso- 
ciation can do this country a mightly lot 
of good by encouraging the investment of 
funds in Federal land bank bonds, as 
agriculture, we know, is the biggest busi- 
ness in the world, and when this revives 
then all other business, I feel sure, will 
revive in proportion, and we may all have 
the chance the sooner to regain our equi- 
librium. 


A Central Bank in Each State 


WisconstN—Realizing that the Federal 
reserve banks were not organized for the 
purpose of being of direct assistance to 
the rural banks, it becomes necessary to 
find another outlet for rural notes and 
mortgages. The Federal land bank, by 
creating a new department, we believe, 
could take care of this satisfactorily. We 
believe, however, that the rural banks of 
the different states would be better served 
by the creation of a central state bank. 
This institution would be closer to the 
rural banks and in a position to know the 
needs of the banks. The directorate in 
this case would be made up of men from 
different parts of the state. In Wiscon- 
sin, for instance, the state is divided into 
groups. Each group would be repre- 
sented on the board of directors. As far 
as the rural banks are concerned, we be- 
lieve this would be the best arrangement, 
but do not know just what effect this 
might have on the general banking situa- 
tion. No doubt but what we must devise 
some way of taking care of rural credits 
Feel also that if the city banks would 
bear with the country banks until such 
time as conditions change, it might not be 
so necessary to create new arrangements. 
In many, in fact in most cases, the farmer 
is carrying all he can in the way of bor- 
rowed money. What the farmer needs 
more than anything else is a dollar that 
will buy just as much in manufactured 
goods as it will in farm products. Coun- 
try banks now borrowing money must pay 
a discount of 6% per cent.. while city in- 
terests—that is, commercial paper—calls 
for 5% per cent. We believe the city 
banks should give the country banks a 
more reasonable rate. This bank has not 


charged its farm patrons more than 7 per 
If we all were only pos- 


cent. on money. 


sessed of the Golden Rule spirit every- 
thing would be so much easier. 

We hear the farmer complaining about 
the rate of interest he must pay on bor- 
rowed funds. The farmer cannot pay to 
exceed 7 per cent. on his borrowed 
money—he cannot add this to the price 
he receives for his products. The manu- 
facturer has the advantage in the case of 
interest rates. He cau charge it to the 
cost of manufacturing. Many rural 
banks charge excessive rates from farmer 
borrowers as well as their other borrow- 
ers. The insurance companies who invest 
their funds in farm mortgages are now 
charging the farmer rates from 6 to 7 
per cent., with a 1 or 2 per cent. com- 
mission in addition. This, while large 
commercial interests can borrow at 5 to 
5% per cent. It does not seem right. The 
farmer is tying himself for this rate for 
a five-year period with no option of pre- 
payment. 


Change in Land Bank Provisions 


South DaKxota—We are interested in 
the cases of rediscounting farm mort- 
gages with the Federal reserve banks on 
the same basis as they now rediscount 
commercial paper. We are sure that 
the Federal land bank is in better posi- 
tion to handle rediscounting of farm 
loans than private organizations, in dif- 
ferent sizes and located principally in the 
larger cities, usually. The Federal re- 
serve banks are in fact better able to 
handle these tarm loans for the simple 
reason that they can get governmental 
aid whenever it is desired and find a 
ready market for their bonds, more so 
than a private corparation. The present 
trouble covering loans submitted to the 
Federal joint stock land banks and the 
farm loan banks is that it takes too long 
a time to get any action on the loan and 
to get the real estate examined after 
the application is submitted; also the 
semi-annual payments, both on principal 
and interest which is on the amortization 
plan. 

The average farmers that desire loans 
are not interested in taking an interest 
in the capital stock of the Federal land 
bank as is required under the present 
conditions. The system should be revised 
so that a mortgage or loan could be 
negotiated where the interest payments 
would be due annually, if this could be 
done. The private loaning companies or 
corporations make their loans with pre- 
paying privileges of $100 or more on any 
interest-paying date of the loans, and the 
loans are made for a period of five or 
ten years, with interest payments an- 
nually. In this way the borrower is not 
requested to liquidate any part of the 
principal, but if he makes any money in 
excess of the amount of interest that 
is due, he can still apply some to the 
principal towards reducing it. If these 
features could be embodied in the loan 
situation of the Federal land banks, also 
joint stock land banks or from any other 
governmental organization organized to 
help in the farm loan business, I am 
sure that it would prove a great help to 
any borrower. 


Optional Payment Before 
Maturity Desirable 


MINNEsoTA—There should be some 
way to rediscount farm mortgages with 
the Federal reserve bank or the Federal! 
land bank with the understanding that the 
banks take them up after a period of a 
year or something like that. The farm 
mortgage is really the best paper that 
a good many country banks have, but in 
times like the present it is hard to turi 
them and some way of rediscountine 
them would be welcomed by the bank 


Government Activity Means 
Burdensome Organization 


MIcHIGAN—I believe that it would be 
of value if there could be some very 
definite and certain agency that could 
and would rediscount farm mortgages, 
but am not sure that the present- farm 
loan banks would be the best agency, 
as it seems to me that in a way this 
function would be rather a competitive 
function with what they are now doing. 
If the government is to have any part 
in such a system, and no doubt it should 
have, there would have to be a central 
office of control, but I think each state 
should have a local office, though in work- 
ing out such a plan there should not 
be a big, burdensome organization with 
corresponding big overhead expense. | 
have been the secretary-treasurer of the 
local farm loan association since it 
started, four years ago, and while I think 
it has been of value, yet there is a lot 
to be adjusted before it will be an ideal 
source for obtaining money. It is alto- 
gether too technical and slow in its func- 
tions, and an applicant may die of old 
age before his loan is finally completed. 
My experience is that it takes from three 
months to over a year to close a loan. 


Federal Land Banks Could Fill 
Place Well 


ARKANSAS—We think it would be a 
fine thing to be able to rediscount farm 
mortgage paper through some agency 
similar to the Federal reserve system. 
We believe the Federal land banks could 
fill that place fine. By being as particular 
as they are at present and as our Federal 
reserve banks are in rediscounting com- 
mercial and agricultural paper, we don’t 
think they would increase their risk on 
farm loans, but would add greatly to 
their value by having the local bank en- 
dorse the paper. The Federal farm loan 
banks have their organization in our 
county and are being as active as they 
can. We encourage the secretary in his 
loans, as he can handle loans that we do 
not wish to get our money tied up in, 
and by making the loan our customers 
receive the benefit and it benefits our 
business. 


Stand by the Joint Stock Land 
Banks 


MINNESOTA—We feel that the Federal 
reserve bank is of very little value to the 
small country banker, for in the first 
place the average country bank is too 
small to be able to take advantage of 
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he Federal reserve system; second, his 
xaper must, by nature of the business he 
jas to transact with the farmer, run for 
a longer time than is required by the 
Federal reserve bank. We believe, there- 
fore, that some method should be arrived 
at whereby the smaller banks could be 
given service. As regards the working 
of the Federal land banks and the joint 
stock land banks in our territory, have 
tu advise you that the Federal farm land 
hanks are not working at all, that is, 
they are not supplying nearly the money 
that is demanded. We understand that 
in our country the allotment for the past 
year was only six or eight loans for the 
entire county, which is not a drop in the 
bucket. In the second place, they do 
not loan a large amount so that every- 
one will take advantage of it; $10,000 is 
their limit and this does not amount to 
very much with parties having high 
priced land and a large acreage. 

The joint stock land banks seem to 
function quite well and it would appear 
to us that if part of the funds of the 
War Finance Corporation had been used 
with which to take up the bonds of the 
joint stock land banks, it would have been 
a bigger relief to the small country 
banker than anything else. Of course, 
the War Finance Corporation is assisting 
to a certain extent, but if the farmers 
could obtain loans through the joint stock 
land banks they in turn could pay the 
banker and the banker retire his bills 
payable, taking the load entirely off from 
his shoulders, whereas with the War 
Finance Corporation, they still have to 
put up their notes with the farmers’ notes 
as collateral, so the bankers are still 
shouldering the bills payable. We feel 
that one of the best things that the 
American Bankers Association could do 
would be to stand by the jomt stock land 
banks. 


t 
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Make Farm Loan System 
Adequate 


SoutH CaroLinA—The small southern 
bank that is not a member of the Fed- 
eral reserve system has a time caring 
for its customers during such a time as 
we now have. Our deposits, being largely 
farmers’ money, are checked out during 
the summer. Consequently while cotton 
is being held as it is now we have no 
funds to care for our customer. They 
offer us real estate, unquestionable se- 
curity. We can only point to our Fed- 
eral reserve bank and tell them that 
twelve months hence they may get it. 
I think this should be made adequate to 
care for legitimate loans. There is either 
inadequacy or inefficiency. I think they 
should be able to put loans through with- 
in ninety days at longest. I think our 
Congress should take the necessary action 
to enable our Federal farm loan banks 
to function properly. I would recom- 
mend every precaution to guard against 
getting business inadequately secured, 
but feel strongly that our present force 
could be enlarged so as to be able to 
care for the business offered. 


Want Short-Time Loans 


KansAas—We think it would be a great 
benefit if some arrangement could be 
made for smaller banks to rediscount 


farm mortgages as the Federal reserve 
banks rediscount commercial paper. The 
Federal farm loan bank has one great 
handicap, it seems, in this section because 
of the time the loans are made to run. 
It does not seem that the farmers like 
such long-time loans and they do not take 
to it as they would if loans could be made 
for shorter time and payments made as 
in private farm mortgage companies. 


Association Requirement a 
Handicap 


NortH Daxota—We would be inter- 
ested in ways and means of rediscounting 
farm mortgages in some such manner as 
the Federal reserve bank now rediscounts 
commercial paper. We do not feel that 
the Federal farm loan system is the most 
efficient agency for handling this business 
on account of its method of requiring an 
organization association. This makes it 
impossible for an individual to get any 
assistance unless he can get nine others 
to go in with him. It would seem to 
us that some plan should be worked out 
whereby each individual can have his 
own case handled without going in with 
an association or corporation of his 
neighbors. 


Government Should Strengthen 
Land Banks 


NortH Daxora—Yes, we are inter- 
ested in placing farm mortgages. The 
Federal land bank is doing very little in 
this State at the present time, whereas 
now is just the time they should function 
when other sources are tied up. The gov- 
ernment should be placing funds through 
the Federal land bank in place of the 
War Finance Corporation. The present 
plan of the War Finance funds is not 
helping the small country banker to re- 
duce his liabilities. It is only transfer- 
ring them from the city correspondent to 
the government and the small banker 
loses through the interest “adjustment” 
proposition. If we could get the Federal 
land bank busy we have many custom- 
ers who can increase their real estate 
loans at low rate for long time and they 
could pay us what they owe and we, in 
turn, could pay our bills payable and in 
that way reduce our liabilities, and at the 
same time the farmer would be helped by 
being able to refund on long time at low 
rate. 


No Surplus Money to Buy Stock 


KansAas—We believe it would be of 
great advantage to the country bank to be 
able to rediscount good farm loan mort- 
gages. We have never, during the past 
20 years, borrowed any money in any 
manner whatsover, so we are not a 
chronic borrower, but we believe it would 
be of great advantage to the state banks 
to be able to rediscount some of their real 
estate paper. We are not familiar enough 
with the Federal farm loan system to 
say whether this could be done through 
that system or not. As to how the Fed- 
eral farm loan banks and the joint 
stock land banks are working in this ter- 
ritory, we have this to say, that they are 
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not making a large amount of farm loans 
at the present time. We recently wrote 
to a joint stock land bank near here. 
asking them if they were in the market 
for loans and they replied that if we 
could sell some of the stock to the amount 
of 10 per cent. of the loan and place it 
with some investor other than the mort- 
gagor, then they would make the loan 
that we offered. Our customers at this 
time do not have any surplus money to 
invest in any land bank, and therefore 
their proposition does us no good. 


Rediscount Small Mortgages 
Through Federal Reserve 


Soutu CaroLtinA—We heartily endorse 
the proposed plan of rediscounting farm 
mortgages with the Federal reserve bank 
by all banks. We think this would be 
more businesslike and could be done as 
safely to all parties concerned as is now 
done through other agencies. The Fed- 
eral farm loan and joint stock land 
banks are giving some needed relief in 
our section at present, and this aid is 
coming to us at a time when it is much 
needed, during monetary deflation and in 
addition to the plague of the boll weevil. 
This plan would relieve the distress of 
the young small farmer whose loan in 
many cases would be less than $1,000. 
This latter class often sells his little farm 
when pressed by the bank, rather than 
apply to the farm loan bank. We do 
not know of a single instance of this class 
having received aid through the agencies 
now in force, except where it is becom- 
ing a common practice for banks in the 
Federal reserve system to take bond 
and mortgage and in addition handle an 
extra note in lieu of same through the 
Federal reserve bank. Discounting farm 
mortgages, especially of the nature de- 
scribed above, would not tend to unduly 
inflate currency, as inflations are princf- 
pally due to very large mortgages or the 
pyramiding of same. This would give 
assistance where it is most needed in any 
financial crisis. 


Favors Rediscounting with 
Bank’s Guarantee 


MrinnesotaA—Unless a method is de- 
vised whereby the mortgage sharks will 
be eliminated, the farmer has not any- 
where nearly reached the point of depres- 
sion. It would seem to us that a redis- 
count with the bank’s guarantee to the 
Federal farm loan system is the only 
solution. 


Increase Loan Limit Without 
Impairing Security 


NeEBRASKA—We are not interested in a 
discounting feature for farm mortgages, 
as we feel that the ability to go in debt 
or discount paper is what is hurting many 
bankers at the present time, but we be- 
lieve that the Federal farm loan banks 
could be of great assistance to the country 
as a whole by a more liberal loan limit in 
localities where this limit is low. This 
loan limit appears to be high enough in 
localities where the price of land is high, 
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but in localities which are somewhat 
newer the Federal farm loan banks are 
of very little assistance because of the 
low amount they will loan per acre. We 
do not want any plan adopted that will in 
any way affect the security back of the 
bonds issued nor decrease their desira- 
bility, but where the sale price of im- 
proved land has been running around 
from $50 to $80 per acre for a number 
of years it seems to us that the govern- 
ment should be willing to loan more than 
$10 per acre on the best improved land. 
I use this illustration because it is local. 
Ten dollars an acre is not of very much 
help to a man when he wants to make his 
land finance him through a period like the 
present and his first mortgage to the gov- 
ernment puts a bar on his borrowing else- 
where. The Federal farm loan banks 
do not loan nearly so high a percentage 
as the private loan banks, but the rates 
are much higher with the private banks, 
nor are the terms nearly so favorable in 
the matter of time, payments, etc. If the 
government could see its way clear to in- 
crease the limit loaned per acre and still 
feel it had the proper margin of security 
it would be a great help to this part of 
the country. 


Farm Mortgages Are Best 
Security 


MicHiGAN—We feel and _ have felt for 
some time that we should have a way 
provided so that we could borrow money 
on our first farm mortgages, which, while 
they may not be liquid, it must be ad- 
mitted are our best securities. The coun- 
try banker, without first having the right 
training, is not qualified to select bonds 
and outside securities, for his training has 
been along the line of loaning money on 
farms and village property. When the 
farm mortgage cannot be used, it seems 
to me that our financial system is cutting 
out the real back bone to the whole situa- 
tion, for while it is the last end of the 
whole situation, it is the essential to the 
whole affair.. Personally I believe that 
this could be worked out through the 
Federal reserve banks, to. benefit the 
greatest number of people. 


Give Land Banks Free Reins 


MINNESoTA—We would be very much 
interested if there were some way found 
by which banks could rediscount farm 
mortgages with the Federal reserve 
banks or some other way, whichever 
would be the best so that such mortgages 
could be utilized into cash should such 
occasion arise. My opinion is that the 
bonds the Federal land banks see fit to 
issue as they need money should in no 
way have anything to do with the Secre- 
tary of the Treasury, for as long as the 
Secretary of the Treasury is limiting the 
sale of these bonds the Federal land banks 
might just as well discontinue business. 
What is $100,000.000 of money to distrib- 
ute to the agricultural sections of this 
country, especially during the present 
time? A mere drop in the bucket. Wiy 
not let the Federal land banks operate on 
the basis on which they were organized? 
What a wonderful help it would be in 
building up these agricultural sections of 
this country! 


Eliminate Local Associations 


WIsconsin—We would like to see an 
arrangement made by which the Federal 
land banks could accept applications di- 
rect through either a state or a national 
bank instead of the local associations. 
The appraisals made by the local associa- 
tions are, in our opinion, too high, result- 
ing in a tendency to inflate farm values. 


Amortization Plan Favored 


CoLtorapo—We are interested in ways 
and means of rediscounting farm mort- 
gages and we believe, too, the amorti- 
zation plan used by the Federal land 
banks to be a good one. It is our opinion 
that the debt will be retired easier by 
means of such plan. 


Handle Farm Loans Direct 


NortH CaroLinA—We are interested 
in helping our farmers get funds for 
their wants, but can’t say that we approve 
of the methods of the Federal reserve 
banks or the different farm loan associa- 
tions. The farm loan association cuts out 
farmers in our district that do not live on 
their farms. Some of the best farmers 
we have rent their farms and live in town. 
The War Finance Corporation will not 
handle farm loans for a longer period 
than three years unless they see fit to 
allow a renewal, and they also want the 
local banks to guarantee this paper with 
their endorsement. This feature is very 
objectionable from the simple fact that 
the banks would be assuming an obliga- 
tion that the War Finance Corporation is 
getting pay for. We feel that 1f business 
was handled direct it would prove more 
beneficial to the entire country. 


Homestead Exemption Law a 
Barrier 


Texas—Any plan which would make 
possible the rediscounting of farm mort- 
gages in some such manner as the Fed- 
eral reserve bank now rediscounts com- 
mercial paper would be a great help to 
agricultural sections and has our most 
hearty approval. Due to the homestead 
law prevailing in this state, however, I 
seriously question whether such a plan, if 
worked out over the country generally, 
could be of a great deal of assistance 
until the homestead exemption law is 
abolished. The Federal land bank and 
the joint stock land bank could be worth 
a great deal to us but for the limitations 
thrown around them by this law. 


Broaden Farm Loan System 


Kansas—We are interested in any 
means for rediscounting farm mortgages 
and same should be made possible through 
Federal farm loan, bank and joint stock 
land bank. These banks are filling a 
place in the finances of this state that we 
appreciate and will improve as time goes 
on. 


Land Bank Bonds as Collateral 


Minnesota—We believe that some 


means ought to be adopted for the redis- 
counting of farm mortgages or for the 
furnishing of additional funds for loans 


‘gages. 


on farm mortgages by the Federal farm 
loan banks. Perhaps a simple way o/ 
furnishing such funds would be to make 
the bonds issued by the Federal lam! 
banks eligible as collateral to paper redi 
counted with the Federal reserve bank 
This would make the Federal land bai 
bonds more attractive and marketable. 


Land Banks Proper Instruments 


MINNESoTA—If ways and means cai 
be brought about to rediscount farn 
mortgages as commercial paper is now 
being rediscounted by Federal reseryv: 
banks it surely would be of great valu 
to our agricultural districts. No doubt i: 
can be done, and it is possible that thx 
Federal land bank may be the proper in 
strumentality through which to rediscount 
farm mortgages. 


Finance Through Land Banks 


NeEBRASKA—Believe the Federal land 
banks should take care of all farm mort 
gage financing necessary, outside of 
financing done with private funds. 


Formation of New Organization 


SoutH Daxota—We are particularly 
interested in the rediscount of farm mort- 
Whether or not a method of re- 
discount. through the Federal reserve 
banks, such as is now used for commer- 
cial paper, would be practical, is not for 
us to say, but we believe that such a sys- 
tem would be cumbersome and unsatisfac- 
tory. We believe that the interests of 
agriculture could be best served by the 
formation of a corporation modeled some- 
what after the plan used in the War Fi- 
nance Corporation. We believe that the 
capital stock would be readily subscribed 
by banks and individuals and under proper 
business management should be able to 
handle all the legitimate real estate loans 
which could not be assimilated by the 
Federal farm loan banks and the rural 
credits departments of the various states. 


Urgent Need of Short Time 
Loans 


NortH CARoLINA—Yes, we are inter- 
ested in ways and means of rediscounting 
farm mortgages and deeds of trust. For 
about five years we have been trying to 
locate such a connection, but to date have 
failed. In our opinion the matter could 
be handled to better advantage through 
some other source than the Federal land 
banks, due to the fact that the terms of- 
fered and used by the state banks do not 
conform with those of the Federal land 
banks. I mean, they are using 35 year 
terms, while the most of our notes are six 
months or one year. They could easily 
be converted into one, two and three year 
notes, and could be so paid. The Federal 
land banks are doing a fine work, we 
think, but they are functioning too slowly 
to give relief in times of stress such as 
we are now passing through. Would 
eness that we have from $40.000 to 
$50.000 in loans that are now waiting for 
transfer to the Federal land bank. The 
land banks in some of those cases have 
had the applications from six to twelve 
months, and have given the applicants 
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nothing definite as yet. If we had con- 
nections through which we could use 
$50,000 to $100,000 farm paper we could 
use those funds and save no few homes 
from foreclosure sales in our section, with 
the view of turning those loans over to 
the land bank as fast as they could ab- 
sorb them. 


Organization Patterned After 
Federal Reserve 


ALABAMA—The rediscounting of farm 
mortgages is an operation that would ren- 
der unlimited aid to our financial position 
at this time when we are not able to liqui- 
date on this class of paper and we heartily 
indorse any effort towards the estab- 
lishment of any such arrangement. Oper- 
ation of such rediscounting through the 
Federal farm loan system may be accom- 
plished satisfactorily if set up under a 
separate department, as they are now 
dealing with this class of paper, but it is 
our opinion that this agency is too slow, 
and restricted by bunglesome technicali- 
ties, and it is believed that some other 
agency established for the purpose and 
conducted in the same manner as the Fed- 
eral reserve banks would render better 
and more effective service. 

The Federal farm loan banks are func- 
tioning in this country very slowly and 
are granting accommodation only to those 
farmers who have mortgages on their 
land. This much help, of course, is better 
than no help at all, but it is a poor plan, 
to our way of thinking, that discriminates 
against a heretofore thrifty farmer and 
to the advantage of one who has placed 
his land under mortgage for some pur- 
pose. Couldn’t this be remedied? 


Through Federal Farm Loan 
Banks 


DaKota—We are interested in 
an outlet for farm mortgages at reason- 
able rates. During the past two or three 
years we have had no outlet for farm 
loans except at rates that were confisca- 
tory. This condition we believe to be 
largely, if not entirely, due to the great 
volume of tax-free securities that have 
absorbed investment funds. As to redis- 
counting through Federal farm loan 
banks we can see no reason why these 
banks should not only be authorized but 
required to rediscount this class of paper 
for state and national banks in the same 
manner that Federal reserve banks now 
discount paper for their members, except 
that the time should be not less than five 
years, or for shorter time in case the loan 
offered for discount matures in shorter 
time. 


Banks Should Not Assume 
Liability 

OKLAHOMA—We are interested in some 
sort of a clearing house for farm loans 
and are willing to pay a brokerage fee for 
that service. We are making a few first 
farm loans and disposing of them through 
brokers. We would not be interested in 
disposing of them through an agency 
where the bank would assume the same 
liability for their redemption that member 
banks assume on _ paper’ discounted 


through the Federal reserve system. That 
principle was tried out and exploded when 
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I was a boy. I’ve played the farm loan 
game in connection with banking for 35 
years. 


Legislate to Save Land Banks 


South Daxota—We would be inter- 
ested in a plan to rediscount farm mort- 
gages if it is going to be impossible for 
the Federal land banks to function. How- 
ever, it seems to us that the best method 
would be for Congress to enact some 
form of beneficial legislation which would 
assure the land banks of money to take 
care of all reasonable demands for farm 
loans. We do not know how the system 
is operating elsewhere, but in our terri- 
tory it has practically ceased to operate. 
We would prefer to see some legislation 
similar to the agricultural aid extended 
through the War Finance Corporation, as 
it would mean loans to farmers at a 
minimum rate. Personally we believe 
practically all commission should be elimi- 
nated from the farm mortgage business. 
In some of our states of the northwest, 
including this state, the “commission” 
charged really amounts to a “luxury tax” 
on the farmer in procuring a real estate 
loan. 


A Separate Organization 


Soutn DaKxota—We are indeed inter- 
ested in a means of rediscounting farm 
mortgage loans and are of the opinion 
that the manner in which such a pro- 
cedure can be carried out would be best 
by a separate organization, similar to the 
War Finance Corporation. 


Without Local Bank Indorsement 


Ittrnois—Yes, there should be some 
outlet for farm mortgages without in- 
dorsement of the local bank, if possible. 
This might be done by amending the law 
as to joint stock land banks. One trouble 
with the war finance loans is the required 
indorsement of the local bank as well as 
the prohibitive red tape. 


Handle Delinquents Separately 


North Daxota—The Federal land 
bank is not functioning in this territory. 
Their rule that every amortization install- 
ment must be paid up in full before a 
loan will be approved or completed keeps 
this organization in a dormant state at all 
times. When two or three are delinquent 
and we finally get them cleaned up some 
other party has failed to make his pay- 
ment and thus it continues. Either the 
government will have to be more lenient 
in these payments or must organize some 
other agency to take care of delinquen- 
cies, or they might as well withdraw from 
the state of North Dakota. There are 
many people in the state who have been 
delinquent in their amortization payment 
and yet had an abundance of security to 
offer for a loan large enough to take up 
the installment, but were unable to bor- 
row the money. 


Farm Mortgages as Collateral 


MontTanA—Farm and land values vary 
so greatly that any plan of rediscounting 
would not be generally beneficial. In 
times of stress. however, it might be 
feasible to have farm mortgages available 
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for collateral, consideration being given 
to values in the locality, topography of 
the land, production therefrom, income 
average over a term of years, etc., ‘he 
advances to be made on such collateral 
(first mortgages only) as follows: the 
advance to be made on collateral at east 
twice as large as the advance, at a rate 
in excess of the commercial rate, and the 
rate of original loans. Such loans could 
best be handled through the Federal !and 
banks, and the banks allowed to become 
stockholders thereof. The Federal land 
bank has made no loans in our territory 
since 1919. It is generally believed that 
the local farm loan association is at 
fault. There is only one joint stock land 
bank in the state and it is making no 
loans; the capital is set too high to make 
it of any benefit to farm communities 


Make Farm Loan Banks 
Impartial 


_Wyominc—It would be a good plan to 
discount farm loans provided the proper 
safeguards were there for all parties con- 
cerned. The Federal farm loan banks 
would be the best medium undoubtedly, 
but the personnel would have to adopt a 
different attitude towards ordinary banks. 
By their present system they select some 
banker to do their organizing. He selects 
his membership. He most. generally 
wants to be the permanent secretary. The 
office is pivotal and there is too much 
room to take advantage over competitors 
who have not been specially favored by 
some Federal farm loan officer for pre- 
ferment. Such a policy results in mak- 
ing all the other bankers not so privileged 
smart under the discrimination. They 
should either adopt a plan which will 
cooperate with all the banks or else pick 
“independent” men for the office of secre- 
tary. 


Use the Land Banks 


MonTANA—We certainly are interested 
in ways and means of rediscounting farm 
mortgages. We believe that, with some 
amendments to the law, the Federal land 
banks can take care of farm loans. Per- 
sonally, we are partial to the joint land 
bank system because it does not necessi- 
tate the organization of a local associa- 
tion and the joint guarantee of its mem- 
bers. We believe that the limit should be 
increased so that a bona fide rancher can 
borrow up to $25,000, provided the secur- 
ity is ample. $10,000 may be all right 
for the man with a small farm. 


For Local Investment Only 


ARKANSAS—I think banks in rural 
communities should take some farm loans 
where they are fully acquainted with 
conditions and the borrower only requires 
a few years financing, the bank in turn 
selling the paper to local investors, thus 
always having on hand some attractive 
local investments for customers. This 
has been our plan and it works nicely and 
has effected a saving of the principal for 
investors in many instances, from invest- 
ing in questionable securities. Where a 
customer requires long-time financing to 
improve his property and is in position 
to do so, we always advocate the Federal 
farm loan bank and assist them in getting 
their loan through. 
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Duplex Saves the Extra Run 


This Burroughs segregates items, takes group 
totals and accumulates grand total in a single run 


Many bank figuring jobs require item- 
ization by batches or groups. With a 
straight adding machine this kind of 
work requires asecond run to recap totals. 

The Burroughs Duplex handles the 
entire job in a single run. 

‘Think how much time this will save in 
making up tellers’ proofs, remittance 


sets of items at one time and, if you pre- 
fer, combine them into a grand total. 

The Duplex is two machines in one— 
but the price is little more than that of 
the straight adding machine. It comes 
in many styles and sizes to handle your 
particular job in the easiest way. 

You’ll want to see the Burroughs 


other jobs requiring accumulative totals. to show it to you. Or write, Burroughs 
Also, the Duplex will list and add two Adding Machine Company, Detroit. 


Burroug hs Duplex REMITTANCE PROOF 
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Mortgages Should Be Rediscount- 
able 


SoutH CaroLtina—lI believe all mort- 
gages should legally have the same nego- 
tiability as mercantile paper and should 
be rediscountable through the Federal 
farm loan banks or through some other 
similar agency than can and will function. 


Give Farm Loan System 
Authority 


WIsconsin—We are interested in 
means for rediscounting farm mortgages. 
We understand that at present the Fed- 
eral farm loan system does not purchase 
farm mortgages from country banks. We 
believe that they could handle this busi- 
ness if they were authorized to do so. 
The Federal farm loan system is, in our 
opinion, a very good one and is going 
to be a wonderful help in the development 
of the farming industry, especially in 
northern Wisconsin. 


Central Institution Issuing 
Debentures 


Cotorapo—I believe some such plan 
should be devised, but feel that the exist- 
ing mechanism of the Federal farm loan 
banks is too leisurely in its processes quite 
to fill the bill. More desirable would be 
some institution with branches in each 
state, which would issue debentures se- 
cured by all its assets for sale to investors 
on the market at rates determined by the 
general market rates rather than by the 
rates borne by the mortgages. This plan 
would enable banks holding desirable 
mortgages to realize on them in time of 
need, and divert funds from investment 
channels to commercial channels, with no 
possibility of inflation resulting thereby. 


Recommends Use of Country 
Bank Facilities 


IpaAHo—The Federal loan question is 
one of first importance in our section. 
The Federal farm loan system as now 
organized is not functioning properly and 
freely, in our judgment. In fact, up to 
the present time not one single loan has 
been granted to one of our customers the 
past year, though repeated efforts have been 
made to secure such loans. Efforts have 
been made to create a local organization, 
but this has not met with favor with the 
officials of the Spokane branch, they ad- 
vising that our patrons should be taken 
care of by other adjoining existing or- 
ganizations, who in turn advise that their 
requirements in their own immediate lo- 
calities far exceed their allotments. This 
is a serious matter and one which is of 
vital importance to many of our good 
farmers who have maturing loans on 
which there is danger of foreclosure. 

It would seem that a very good sugges- 
tion in connection with these organiza- 
tions has been made by Mr. Woodruff of 
the First National Bank of Joliet, IIl., in 
which he recommends that all the busi- 
ness of the Federal farm loan banks be 
handled through the existing agencies or 
facilities provided by the country banks. 
This meets with our hearty approval and 
it would seem that such arrangement 


would be of great benefit to all sections, 
and to the Federal farm loan banks them- 
selves. Our people feel that they have a 
right to some benefit from this organiza- 
tion, but up to the present they have been 
unable to get any such benefit at all. 

This is of the greatest importance in 
our judgment right at this time and con- 
siderable effort could well be made in get- 
ting such corrections as would be proper. 
Our main observation on the operations 
of the Federal farm loan system at pres- 
ent is that the party who is least in need 
of this assistance at this time is the one to 
get it, while the man who is in hard cir- 

cumstances, yet reasonably solvent and 

with good equities, will probably not be 
considered at all, and if considered his 
loan will be cut down to the very limit. 
He can only take what is offered. 

It has been the experience, I believe, of 
the building and loan associations that a 
loan on the amortization plan can be 
granted on quite a liberal valuation basis 
as it will commence to reduce very 
promptly. 


Form New Central or District 
Organization 


Cotorapo—A method of rediscounting 
or disposing of such farm mortgages as 
country banks frequently make would be 
of great benefit. I do not think that the 
Federal farm loan banks or the joint 
stock land banks would be the best agen- 
cies through which they could be handled. 
A company formed for the purpose, or 
several companies in different regions, 
would be a better plan. For example, let 
each bank rediscounting paper allow from 
5 to 10 per cent. of the proceeds of such 
loans remain as a subscription to the capi- 


‘tal stock, similar to the way in which the 


live stock loan companies are now operat- 
ing. Other banks, which do not make 
farm mortgages, should be given the op- 


portunity to subscribe also, as the plan - 


should prove very safe and reasonably 
profitable. The central organization 
could then issue debentures or bonds 
based on the security of these farm mort- 
gages, and sell them to the investor on 
the basis of perhaps 1 per cent. less than 
the average loan rate, allowing this 1 per 
cent. for operating expenses and profits. 
Many of the larger banks are already 
issuing investment securities based on 
their farm mortgages, but a small bank 
with a limited amount of paper cannot 
afford to put such a plan into effect. 
Furthermore, a single bank would not 
have the prestige and strength of a cen- 
tral organization. 

As to the Federal farm loan banks, 
they have not been making loans in the 
district of which this town is the center. 
This district comprises seven counties, in 
southeastern Utah, southwestern Colo- 
rado and northwestern New Mexico. The 
reason which they usually give is that 
farming in the district is not profitable 
because of the inadequate transportation 
and the long distance to the larger mar- 
kets. It is well known, however, that the 
average farm in the district produces 
more abundantly than any similar section 
in the United States, producing as high 
as 65 bushels of wheat, 90 bushels of oats 
and 110 bushels of corn per acre. The 
very high return per acre should offset in 


part the remoteness and somewhat pio 
neer character of this district, but w 
have not been able to convince the Fed 
eral land banks of that fact. 


Market Needed for Farm Loans 


MonTANA—Yes, but through some 
other agency than the farm loan system 
Federal farm loan banks and joint stock 
land banks have been inactive for the past 
two years and their method of handling 
farm loans is so slow that they never wil 
be able to handle anything but a small 
percentage of the farm loan business. | 
think the American Bankers Association 
could do a great good for its country 
bank members by getting behind any 
legislation that will give the country 
banks some kind of a market for the rea! 
estate loans of the farmers. The present 
mortgage companies and Federal farm 
loan banks seem helpless, and in the 
meantime mortgages are steadily matur- 
ing with no possible chance of being re- 
newed regardless of the fact that the 
security may be of the very highest and 
interest rates exceptionally high. 


Empower the Federal Land 
Banks 


IpAHO—We are more than interested 
in the rediscounting of farm mortgages 
and think the Federal land banks with 
their present machinery can handle this 
matter if empowered to do so. The Fed- 
eral land banks have made quite a few 
loans in_ this vicinity and seem to give 
satisfaction in the business they have 
done, but we understand that they are re- 
fusing to grant loans to communities 
where they are behind in their interest 
payments, and we think this dead wrong. 


Speed Up the Farm Loan System 


NortH Carotina—We think redis- 
counting farm mortgages can best be 
done through the Federal farm loan sys- 
tem, where this system operates in a 
more business-like and prompt manner. 
Operating, however, as it appears to be 
doing in this district, it cannot serve the 
purpose. By proper revision and by 
proper speeding up we think that it should 
be able to handle these papers. 


Use the Federal Reserve System 


Missourt—The Federal farm loan and 
joint stock land banks do not seem to be 
doing much good in this locality and they 
are making very few loans. I believe that 
there could be a better way worked out 
to discount farm mortgages through the 
Federal reserve bank. Some system of 
low-rate, long-term loans for the farmers 
is what we need here, and we must have 
it or a large number of our farmers, 
especially the younger ones, will be forced 
to do something else or become renters. 


Real Estate Paper Not Liquid 


Wyominc—We cannot speak for banks 
in general in the matter of real estate 
rediscounts. As far as this bank is con- 
cerned we consider it not advisable to 
own real estate paper and take none ex- 
cept where required to cover a debt not 
sufficiently covered. The present Federal 
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Distinguished beauty, combined with sav- 
ing, reliable service, is an outstanding 
feature of the New Series of the good 
Maxwell. 


Ease of control and ease of riding make 
a particular appeal to those who have 
driven other cars. 


Cord tires, non-skid front and rear; disc steel wheels, demountable at rim 
and at hub; drum type lamps; Alemite lubrication; motor driven elec- 
tric horn; unusally long springs; deep, wide, roomy seats; real leather up- 
holstery in open cars, broadcloth in closed cars, open car side curtains open 
withdoors; clutch and brake action, steering and gear shifting, remarkably 
easy; new type water-tight windshield. Prices F. O. B. Factory, revenue tax 
to be added: Touring Car, $885; Roadster, $885; Coupe, $1385; Sedan, $1485. 


MAXWELL MOTOR CORPORATION, DETROIT, MICH. 


MAXWELL MOTOR COMPANY, OF CANADA, LTD., WINDSOR, ONTARIO 


“The Good 


MAXWELL 


MAXWELL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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banks seem to be doing well in their lines. 
We rather think that banks should not 
be encouraged to believe that real estate 
paper is liquid asset. 


A Committee for Each County 


Minnesota—I should think that each 
county should have a committee to handle 
the business from each county. Only 
two banks in this whole county are al- 
lowed to make loans for the Federal 
farm loan people. We tried to make 
some loans and went to St. Paul to see 
the officers there. They advised us that 
there were two banks handling their loans 
in this county, and that we would have 
to see them. This we could not do. 
We surely cannot take our customers to 
our competitors and expect to hold their 
business. 


Provided Bonds Are Taxable 


MINNESOTA—I believe in rediscounting 
farm mortgages in some such way as the 


An Exchange for Bank Ad 


HE Bank Advertisers’ E.x- 
change, a two-page news- 
paper containing specimen 


and actual bank advertisements 
written by leading advertisers 


throughout the country, gathered 
together and published by the State 
Bank Division of the American 
Bankers Association, makes its bow 
under an April date line. The pub- 
lication is being issued in the inter- 
est of better bank advertising and is 
free to members of the State Bank 
Division. 

Prominently displayed on the first 
page is a questionnaire to all mem- 
bers of the State Bank Division 
which asks the following pertinent 
questions : 


“As bankers everywhere are confronted 
by the ever-growing problem of selecting 
from innumerable propositions a charac- 
ter of advertising that is dependable and 
efficient, the Public Service Committee of 
the State Bank Division is considering 
the establishment of some service to mem- 
ber banks that would be of practical value 
to them in solving their advertising prob- 
lem. As an expeditious means not only 
of ascertaining whether banks would con- 
sider such a service valuable, but also to 
determine upon a procedure in keeping 
with actual requirements, we are asking 
members to answer at once the ques- 
tionnaire which follows: 


“1. Are you now, or have you been, 
advertising by the use of the following 
mediums? (a) Newspapers. (b) Letters, 


Federal reserve bank rediscounts com- 
mercial paper, provided the bonds to 
raise the money for this purpose are not 
made tax exempt. 


A New Currency-Issuing System 


Wisconsin—We firmly believe that 
some agency should be provided whereby 
a country bank could rediscount farm 
mortgages in the same manner that the 
city rediscounts commercial paper. We 
do not believe that the Federal farm loan 
system is capable of taking care of that 
under their present method of operation. 
They are too slow and do not have suffi- 
cient funds. We believe that some new 
system should be evolved that will have 
the power to issue currency because at 
the times that farm mortgages should 
be rediscounted the existing tightness of 
money makes it impossible for the Fed- 
eral farm loan system to dispose of their 
bonds rapidly enough. The rate should 
be governed in the same manner as the 
rates of the Federal reserve bank, so that 


booklets, novelties, window displays, 
posters, mailing cards, etc. 

“2. Is it your opinion that general bank 
advertising on savings and banking sub- 
jects brings results, or do you consider 
it important that advertising should em- 


_ phasize the individual features of service, 


strength, facilities and equipment; in 
short, the qualifications that are charac- 
teristic of your particular bank? 

“3. Have your advertising and your 
new business efforts encouraged coopera- 
tion from stockholders, directors, cus- 
tomers and from your entire staff in the 
up-building of your bank, and would you 
welcome suggestions along this line? 

“4. Have you endeavored to utilize your 
newspaper. advertising in a manner that 
is in keeping with the constant changes 
in present-day business conditions? The 
specimen advertisements on this sheet in- 
dicate the character of newspaper pub- 
licity recommended. 

“5. Have you ever purchased ready- 
made or so-called syndicated forms of 
advertising, and did they produce the re- 
sults which your negotiations preceding 
their purchase led you to expect? Give 
particulars. 

“6. Would you prefer as a part of 
the service of the State Bank Division: 
(a) Advertising copy which can be made 
available for your use by the addition of 
the signature of your bank? (b) Periodi- 
cal bulletins taking up timely subjects 
on advertising and new business work 
for banks, and containing specific sug- 
gestions and guideposts leading to tested 
and proved methods? 

“7. Are there any subjects regarding 
the upbuilding of a bank which you feel 
might be of particular value for discus- 
sion in a periodical bulletin? For ex- 


it would not be profitable to rediscount 
in times of ease and much less in times 
of stringency. 


Only Prosperous Communities 
Get Aid 


NortH Daxota—Yes, we are inter 
ested in ways and means of rediscounting 
farm mortgages. This might be don 
through the Federal farm loan system 
but it might be better to establish 
separate agency probably getting bette: 


results. The Federal land banks are noi 
operating satisfactorily in this com 
munity. It has been two and a half years 


since a loan has been made. They seem 
to discriminate against the districts o1 
communities that have had crop failures 
and instead of rushing all their possible 
aid in these communities they give the 
prosperous communities the help where 
they could get along without it. There is 
something wrong with the management 
somewhere. 


vertising 


ample, subjects such as ‘Building Up the 
Commercial Department,’ ‘Getting the 
Farmer’s Account,’ ‘Bank Advertising 
that Appeals to Women,’ ‘Savings Ac- 
counts from Industrial Workers,’ ‘Co- 
operation from President to Office Boy,’ 
etc. 

Most of the specimen advertise- 
ments printed in one and two col- 
umn display type were prepared by 
the Financial Advertisers’ Associa- 
tion for the American Bankers As- 
sociation, and others are actual busi- 
ness-getting copy which has been 
employed by successful banks. 

There is some semi-editorial edu- 
cational material included and a 
copy of a letter from Francis H. 
Sisson, Chairman of the Public Re- 
lations Commission, approving the 
Bank Advertisers’ Exchange. 

The new publication is printed on 
news print so that the actual effect 
of the specimen advertising, if 
adapted and used by local banks, is 
apparent. Bank Advertisers’ Ex- 
change is an effort to secure co- 
operation in advertising among 
American bankers and should aid 
in a steady improvement in the 
quality and volume of bank adver- 
tising. Requests for the new pub- 
lication should be sent to George E. 
Allen, Deputy Manager American 
Bankers Association, 5 Nassan 
Street, New York, N. Y. 
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HE illustration shows the interior of the FIRST NATIONAL BANK OF WELLSBORO, WELLSBORO, PA. 
The screens of the tellers’ cages are Safetee Glass, which is absolutely bullet proof. There is no wire 
mesh insertion—the glass is crystal clear and you can not shoot through it. 


FIRST NATIONAL BANK OF WELLSBORO, WELLSBORO, PA. 


BULLET 
PROOF 
GLASS 


C an N ot Shoot Through It Safetee Bullet Proof Glass is crystal clear with no wire mesh insertion. 


Should be used in windows and doors, separating public space from 
working space, also in tellers’ windows. Prevents holdups, because officials and employees cannot Le intimidated. 


BELOW IS A PARTIAL LIST OF BANKS WHICH HAVE INSTALLED SAFETEE GLASS RECENTLY: 


FEDERAL RESERVE BANK Chicago, I. HILLMAN COAL & COKE Pittsburgh, Penn. 
NATIONAL UNION BANK OF BOSTON. Mass. FEDERAL RESERVE BANK... Cansas Mo. (Collection Car) 
NAL BANK OF WELLSB( Yelisboro, Penn. EDERAL RESERVE BANK. . ...St. Louis, Mo. (Collection Car) 
FOREST COUNTY NATIONAL BANK PEE ig og THE PENINSULA BANKING COMPANY Peninsula, Ohio 

SPF s . Md. #IRST NATIONAL BANK OF BERNVILLE........... Bernville, Penn. 
vy THE FARMERS NATL. BANK OF FREEPORT Freeport, Penn. 


THE CLARKSTON STATE ....Clarkston, Mich. STATE BANK OF SALEM..........cccccececccsceces Salem, Indiana 
HARTFORD TRUST COMPANY.... Hartford, Conn, CITIZENS NATIONAL BANK Laurel, Md. 


We shall be pleased to tell you what Bullet Proof Safetee Glass can do for you, if you will afford the opportunity 


SAFETEE GLASS COMPANY 


Broad and Wood Sts. ZA PHILADELPHIA, PA. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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How We Consider the Examiner System 


During the past few months the Sec- 
retary has received many letters from 
bankers in some of our larger cities who 
are contemplating the installation of the 
clearing house examiner system, wanting 
to know how the bankers in those cities 
where it is in operation feel towards it. 
Below will be found extracts from the 
letters which the Secretary has received, 
indorsing the plan, operation and results 
of the system: 


CHICAGO 


James B. Forgan, chairman of the 
board the First National Bank, Chicago, 
says: “I can only state that the Chicago 
system has proved an unqualified success 
ever since it was organized in 1906. I 
have been chairman of the clearing house 
committee during all that time and I 
have heard nothing but expressions of 
satisfaction with it from the members of 
the clearing house association.” 

G. M. Reynolds, chairman of the board 
Continental and Commercial National 
Bank, Chicago, says: “As you know, 
Chicago was the pioneer in rer ing 
a clearing house examiner, and I think 
I can cover the entire matter of its 
efficiency in a few words by simply saying 
that, in my judgment, the standard of 


banking in Chicago, generally speaking, 


has been raised from 25 to 30 per cent. 
as the result of the adoption of this 
system.” 

CLEVELAND 


J. A. House, president the Guardian 
Savings and Trust Company, Cleveland, 
Ohio, says:- “The Cleveland Clearing 
House Association has had a clearing 
house examiner for about ten years and 
the installation of this system has been 
of inestimable value to the banks of the 
city. The department of examination is 
maintained at considerable cost to the 
banks of the city, but I am sure that it 
is the unanimous opinion of all of the 
banks of the city that it is worth the 
price.” 

CoLUMBUS 


G. A. Archer, president Commercial 
National Bank, Columbus, Ohio, says: 
“It is certainly to the interests of each 
bank in the city to know that the remain- 
ing banks are in a sound condition, to 
know that if there are any weak spots 
that they are being removed as rapidly 
as possible. The only means to accom- 
plish this end is a clearing house depart- 
ment of examination. I feel certain that 
I am expressing the sentiments of all 
the Columbus banks in giving the clear- 
ing house examination my heartiest in- 
dorsement.” 

F. L. Stein, president the Ohio Na- 
tional Bank, Columbus, Ohio, says: “We 
want to take this opportunity to com- 
mend the operation of the clearing house 


which the Columbus 
Clearing House Association adopted 
about ten yearsago. Iknow I am voicing 
the sentiments of all the local bankers 
in that we would, under no considera- 
tion, return to the old method of elimi- 
nating such examinations.” 


examiner system 


Kansas City 


P. W. Goebel, president the Commer- 
cial National Bank, Kansas City, Kansas, 
says: “The benefits have been great and 
there have been no drawbacks. It has 
made for better banking practices and 
for better banks. Not a bank in Kansas 
City would think of going back to the 
old system.” 


Kansas City 

E. F. Swinney, president the First Na- 
tional Bank, Kansas City, Mo., says: 
“We have had the examiner system in 
force here since the panic of 1907, and I 
do not hesitate to say that it has pre- 
vented a number of banks here from 
getting into trouble. I believe I ex- 
pressed to you the sentiment of banks in 
general here when I say that under no 
circumstances would we be without the 
system,” 

Los ANGELES 

J. M. Elliott, chairman of the board 
the First National Bank of Los Angeles, 
says: “The advanages that have accrued 
to us under the system have been many 
and we have found that it stabilized the 
banks in the city in a remarkable way. 
I do not see how any clearing | shouse 
could dispense with the examiner.’ 


LouISVILLE 

J. R. Downing, vice-president the Citi- 
zens Union National Bank, Louisville, 
Ky., says: “We are delighted to give 
you our experience with a clearing house 
examiner. This system has been in op- 
eration in Louisville for many years and 
has been of great benefit to us and to 
all the banks of this city. The examina- 
tions we receive are most thorough and 
we feel are well worth the additional 
expense incurred. 


MILWAUKEE 


Oliver C. Fuller, president First Wis- 
consin National Bank, Milwaukee, Wis- 
consin, says: “After a trial of over ten 
years, I -believe there is no banker in 
Milwaukee who would willingly dispense 
with the clearing house examiner sys- 
tem.” 

MINNEAPOLIS 


Edward W. Decker, president North- 
western National Bank, Minneapolis, 
Minn., says: “The system of clearing 
house examination has been in effect 
here for twelve or fifteen years and has 
been a very great success.” 
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NASHVILLE 


James E. Caldwell, president Fourth 
and First National Bank, Nashville, 
Tenn., says: “We will say that we are 
very well pleased with the step that w<« 
have taken in regard to the machinery 
for the clearing house examination when- 
ever the executive committee thinks it 
is necessary.” 


New ORLEANS 


R. S. Hecht, president Hibernia Bank 
and Trust Company, New Orleans, La., 
says: “I do not think there is a banker 
in New Orleans who would for a mo- 
ment consider dispensing with this sys- 
tem and I have always recommended it 
very highly to all those who have asked 
for my opinion on the subject.” 


New York City 


Lewis E. Pierson, chairman of the 

board Irving National Bank, New York, 
says: “I have only words of commenda- 
tion for the system of clearing house 
examiners. Experience, I believe, fully 
justifies the statement that such an ex- 
amining system gives early opportunity 
for the correction of bad practices that 
may have crept into the management 
of any of the members of the clearing 
house. In my humble opinion, I believe 
the banking system of the country today 
has been brought to a very much sounder 
position through operations of clearing 
house examinations.” 
- Albert H. Wiggin, president the Chase 
National Bank, New York, says: “The 
system has been in operation in New 
York since August, 1911. It has, in my 
judgment, proved its usefulness.” 


OGDEN 

O. W. Adams, vice-president the First 
National Bank, Ogden, Utah, says: “We 
are heartily in favor of the clearing 
house examiner system. The examina- 
tion that has been given this bank by 
the Ogden clearing house examiner from 
time to time has been most thorough 
and effective. Under no consideration 
would we be willing to dispense with 
this most excellent system.” 

M. S. Browing, president the Utah 
National Bank, Ogden, Utah, says: “The 
system is working out entirely satisfac- 
torily and I am very safe in saying that 
we can never get along with a less 
efficient system in the future. 


OKLAHOMA City 

D. W. Hogan, president Farmers Na- 
tional bank, Oklahoma City, Okla., says: 
“T wish to say that we have found it very 
useful in our city and would not go 
back to the old way under any circum- 
stances. To sum up, we have worked 
up a feeling among our bankers that we 
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want to make our city one of the safest 
banking towns in the country.” 


PHILADELPHIA 


Wm. A. Law, president First National 
Bank, Philadelphia, Penna., says: “This 
has developed into a system of self-pro- 
tection, the value of which is inestimable 
to the banks and to the community, not 
only as an inventory and appraisal of 
their physical assets, but on account of 
the information thereby rendered the 
directors regarding their respective 
banks. Such examinations exert a 
weighty moral effect upon the manage- 
ment, who derive a distinct profit from 
the cooperative advice of a trained clear- 
ing house bank examiner, specializing 
upon local conditions and _ tendencies, 
and necessarily familiar with local bor- 
rowers.” 

St. Louis 


John G. Lonsdale, president the Na- 
tional Bank of Commerce in St. Louis, 
says: “The underlying principle of the 
clearing house examiner system is that 
banks, more than any other kind of busi- 
ness organization, must benefit or suffer 
through the soundness or unsoundness 
of neighboring institutions. And, with 
regard to the members of a clearing 
house association, there is to be consid- 
ered the additional fact that the re- 
spective banks assume a certain degree 
of responsibility in their dealings with 
each other; hence, they are entitled to 
know whether all members of the asso- 
ciation are in sound condition and under 
conservative management. We in St. 
Louis would not under any conditions 
think of abandoning the plan.” 

E. B. Pryor, president St. Louis 
Clearing House Association, St. Louis, 
Mo., says: “I have to advise that the 
members of the St. Louis Clearing 
House Association regard the examiner 
system very highly. The reports of the 
examiner are very helpful to the indi- 
vidual banks and we would not be willing 
to do away with the system.” 


St. 


Otto M. Nelson, vice-president the 
First National Bank of St. Paul, says: 
“The Twin City banks have been sub- 
ject to examinations by such examiner 
for a good many years to their entire 
satisfaction and benefit, and we consider 
the plan indispensable for the better pro- 


Why Rates Are High 


If the railroads paid no higher wages 
than are paid in other comparable indus- 
tries the saving to the Class I railroads 
in the month of October, 1921, would 
have been $25,227,697, computed on a 
straight time basis, or $27,075,180, com- 
puted on the basis of straight time plus 
overtime. These figures were arrived at 
after investigating the wage schedules of 
more than 3,700 industrial plants in 988 
eastern communities. Comparisons were 
made in 66 classifications of labor with 
basic figures of operation for the eastern 
railroads as given in the reports of the 
Commerce Commission. 


tection of all banks in the community. 
All banks and trust companies in the 
Twin Cities, whether members of the re- 
spective clearing house association or 
non-members clearing through a mem- 
ber, are required to be examined by the 
clearing house examiner.” 


LAKE City 


J. C. Cutler, president Deseret Na- 
tional Bank, Salt Lake City, Utah, says: 
“T wish to state that the Deseret Na- 
tional Bank was in favor of it many 
years before it was adopted in Salt Lake 
City and since its adoption it has proved 
generally satisfactory.” 


TULSA 


G. R. McCullough, president the First 
National Bank of Tulsa, Okla., says: “I 
am pleased to state that the Tulsa Clear- 
ing House Association has employed this 
system for the past four or five years, 
and we regard it as being highly satis- 
factory and very beneficial to the mem- 
ber banks. The banks of this city are 
enthusiastic over the system and believe 
it greatly beneficial to the banking busi- 
ness in general.” 


La Crosse 


E. M. Wing, president Batavian Na- 
tional Bank, La Crosse, Wis., says: “We 
not only have an active clearing house 
association, but we also have an examiner, 
so you see we are quite up to date.” 


HuTCHINSON 


A. E. Asher, president Commercial Na- 
tional Bank, Hutchinson, Kans., says: 
“We organized our clearing house asso- 
ciation about eighteen months ago and 
the first year of our existence we had 
our bank examined twice during the 
year by an auditor and the reports of 
such examinations made to our executive 
committee. With our short experience in 
this organization, we are very much 
pleased.” 


Three More Cities Adopt the 
Examiner System 


We have received word during the 
past few weeks that the New Haven 
Clearing House Association, New Haven, 
Conn., the La Crosse Clearing House As- 
sociation, La Crosse, Wis., and Portland, 


The total straight time pay was $112,- 
822,497 on the eastern roads for 187,240,- 
234 hours of work. 

On the eastern roads the average 
straight time rate per hour was 61.3 
cents. 

The average rate per hour in outside 
industries was 46.8 cents. 

The amount paid per hour by railroads 
more than the outside industry rate was 
14.5 cents. 

When overtime is taken into account 
the average rate per hour on the eastern 
railroads was increased to 61.6 cents, the 
total compensation was increased to 
$119,392,720, and the total hours to 
197,359,263. 
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NEW NUMERICAL 
KEY BOOK 


The Key to the Numerical Sys- 
tem of the American Bankers As- 
sociation, compiled by the Clearing 
House Section, and which has been 
published since 1911, has now been 
revised and brought up to date by 
Rand McNally & Company and will 
be ready for distribution within the 
next few weeks. 

The price of the new or Seventh 
Edition is $2.50. This increase in 
price was necessary so that no loss 
would be entailed by either the 
Association or the publishers. 


Therefore, this key is being sold 


to all members of the Association 
at cost. 

Every member of the American 
Bankers Association should use 
this key. Every item should be 
routed by its A. B. A. transit num- 
ber, thereby saving time. The 
value of this numerical system has 
been clearly demonstrated in the 
past ten years by its almost uni- 
versal use. If you have not placed 
your order for this new edition, do 
so at once. 


Orders and remittances should 
be sent to 


Rand McNally & Company 


PUBLISHERS 
536 South Clark Street, Chicago, Illinois 


Ore., now have their own clearing house 
examiner. This is a step in the right 
direction and we want to extend to the 
officers of these associations the con- 
graulations of the Section. 


New Clearing Houses 


During the past month word has been 
received that active clearing house asso- 
ciations have been organized and are 
now functioning in the cities of Meridian, 
Miss., Madison, Wis., and Newark, N. J. 


War Finance Corporation 


The powers and authority of the War 
Finance Corporation would be extended 
to July Ist, 1923, by the provisions of 
Senate bill No. 3301 recently introduced. 

The original War Finance Corporation 
Act approved April 5, 1918, was revised 
and amended by the Act of Congress of 
August 24, 1921. Exercise of powers 
conferred upon the corporation except 
such as are incidental to winding up its 
affairs, was authorized to July Ist, 1922, 
only, and the pending bill simply extends 
the operations of the corporation another 
year. 
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ANKERS everywhere are inquiring 
about this exclusive Invincible safety 


feature. 


Recent stupendous vault robber- 


ies are causing some serious thinking and 
the “Lock Behind the Lock” is rapidly 
taking its place in the confidence of 
thoughtful Bankers. 


INVINCIBLE 


SAFE DEPOSIT BOXES 


give you double protection against sledging and 
lock-punching—they give the greatest known 


protection,—are delivered 


the day you want 


them,—and are installed as easily as a baby 


builds blocks. 


and intermember to form a single unit. 


Sectional 
Construction 


A_ stack con- 
taining 18 boxes. 
Similar sections 
contain other 
standard sizes of 
safe deposit 
boxes. Build 
your installation 

= as you require it. 


All sections are of standard size 
Various 
sections have different sizes and num- 
bers of boxes,—any arrangement you 
want and as you need it. All this at 
the cost of ordinary vault equipment. 

Invincible superiority and economical 
manufacture is the result of specializa- 
tion. We make only one thing— and 
we make it well. 

You, too, will want to know more 
about the advantages of Invincible Sate 
Deposit Boxes. The Invincible Book 
gives all the facts; Drop usacardand 
we'll drop you the book. Todayisa 
good time. 


Invincible Metal Furniture Co. 
830 26th Street 


Manitowoc, Wisconsin 


INVINCIBLE 


DEPOSIT 
“The Lock Behind the Lack” 


Radio in a Bank 


The Bank of Southern Wisconsin at 
Janesville has opened a radio-telephone 
service for the, use of farmers and stock 
buyers. The weather forecast and the 
market reports are received daily from 
Madison and posted in the lobby with 
other bulletins of interest to the cus- 
tomers. 


Irrigation in Canada 


Irrigation projects in full or partial 
operation in Canada cover 1,076,000 acres ; 
28,400 more look for water in 1921-22; 
surveys and estimates for a further 480,- 
000 are ready for district organization 
and much survey work is under way on 
other tracts. 

The value of irrigation in a dry year 


April, 


Convention Calendar 


DaTE ASSOCIATION PLACE 
April 13-14 Arkansas....Hot Springs 
April 18-19 Louisiana .............. 

Baton Rouge 
April 21-22 Florida .......Gainesville 
April 26-27-28 No. Carolina....Pinehurst 
May Tennessee ..... Knoxville 


4-5 
May 8-12 Exec. Council, A. B. A. 


White Sulphur Springs 


W. Va 
May 9-10 Mississippi ...... Jackson 
May 10-11-12 National Foreign Trade 
Council ............ 
Philadelphia, 
May 12-13 New Jersey..Atlantic City 
May 15-20 U. S. Chamber of Com- 
Washington, D. C. 
May 16-17. Missouri ............. . 
Excelsior Springs 

May 16-17-18 Maryland ............ 
Atlantic City, N. J 

May 17 Rhode Island........... 
East Providenc« 
May 17-18-19Ohio ......... Cincinnati 
May 17-18-19 Texas........ Fort Worth 
May 18-19 Kansas.......... Wichita 
May 18-19-20 Alabama ....Montgomery 


May 22-23 Reserve City............ 
Kansas City 
May 23-24 Oklahoma .............. 
Oklahoma Cit) 
May 24-25-26Georgia .........Atlanta 
May 24-25-26 Pennsylvania..Pittsburgh 
May 24-27  California.....Del Monte 
June 5-6-7 Iowa .........Davenport 
June 6-7 Hayden Lake........... 
Coeur d’Alene, Idaho 
June 7-8 South Dakota. ..Aberdeen 
June 9-10 Washington .....Spokane 
June 12-15 Michigan...... On Board 
Steamer Noronic, De 

troit to Marquette 
June 13-14-15 South Carolina......... 


Asheville, N. C. 


June 15-16 North Dakota......Minot 
June 16-17 Utah.....Salt Lake City 
June 15-16-17 Virginia..... Hot Springs 
June 17 Maine .......... Augusta 
June 17-20 Wisconsin ....Milwaukee 
June 19-20-21 New York...Lake Placid 
June 20-21 Minnesota.......St. Paul 
June 22-23 Colorado .............. 
Glenwood Springs 

June 22-23 Illinois....St. Louis, Mo. 
June 23-24 New England.......... 
New Castle, N. H. 

July 17-20 American Institute of 
Banking .............. 

Portland, Ore. 

July 17-20 Oregon ....... Portland 
Aug. 18-19 Montana .......Missoula 
Sept. 7 Delaware ...... Rehoboth 
Sept. 13-14 Indiana ..... Indianapolis 
Sept. 22-23 New Mexico..Las Vegas 
Oct. 2-6 American Bankers Asso. 
New York City 

Arizona .......... Bisbee 


Nov. 10-11 


is furnished by the Brooks Experimental 
Farm, where wheat on irrigated land pro- 
duced 51 bushels per acre, as against 15 
on dry; oats, 133 compared with 60; 
barley, 69 with 4; alfalfa seed, 8.33 with 
0.8 bushels, and potatoes 217 with 24. 


Herman J. Cook has been elected a 
vice-president of the Equitable Trust 
Company of New York. 


rs 


L 
Thi Lock, 
Svehind the 


There are frequent changes which come about throu 
would 


Manager of Association 


Arkangas........ Benton.......... 


Citizens National Bank, Lodi 
California Bank, Washington 


Membership Changes 


REPORTED FROM FEBRUARY 25, 1922, TO MARCH 26, 1922 


appreciate receiving F. rom 


Bahk of Benton succeeded by Benton 
Bank and Trust Company. 


90-985. 


Bank of White 
St. Branch, 744. . 


h consolidations, 
members notice of any changes which occur, 
the membership list correct and giving publicity through the columns of the JOURNAL, 


Plains, 


New Mexico.... 


White 


mergers, 


Plains 


liquidations 


and 


The 


Executive 
for the purpose of keeping 


changes of title. 


Deming National Bank changed to 
First National Bank. 


Louisiana 


Little Rock...... Commercial Trust Company absorbed New York...... Plattsburg.......City National Bank out of business. 
y W. B. Worthen Company, Bank- North Carolina... Belmont.........Peoples Exchange Bank consolidated 
ers. with Bank of Belmont. 
McGehee........ McGehee Valley Bank succeeded by North Dakota....Bowman.........State Bank closed. 
Bank of Commerce. eee Alliance........ First National Bank merged with 
Rogers.......... Farmers State Bank changed to Far- Alliance Bank Company as Alliance 
mers State Bank and Trust Com- First National Bank. ’ 
pany. Oklahoma....... Commerce...... Bank of Commerce consolidated with 
r alifornia........ Huntington Beach First National Bank succeeded by First National Bank. 
Guaranty Trust and Savings Bank. Coweta......... First State Bank converted into Secur- 
Selma....... .Selma National Bank succeeded by The ity National Bank. 
Valley Bank. Lenapah.........Cherokee State Bank consolidated with 
Colorado....... So eee Fai mers and Merchants Bank closed. Citizens National Bank. 
Nederland....... First State Bank liquidated. Morris........ .. First State Bank closed. 
Georgia........../ Augusta......... Merchants Bank in hands of Superin- Oregon......... Klamath Falls.... First State and Savings Bank closed 
~ tendent of Banks. Pennsylvania... . . Philadelphia... .Pennsylvania Bank and Trust Com- 
Bowdon......... Merchants and Planters Bank closed. pany merged with Peoples Bank. 
Cochran......... Citizens Bank succeeded by State Bank South Carolina. ..Greenville........Citizens Trust Company sold banking 
of Cochran. business. 
Eastman......... Merchants and Farmers Bank in Tatum........ . Bank of Tatum closed. 
liquidation. South Dakota....Canova..........Peoples State Bank closed. 
Eastonton....... Citizens Bank closed. Tyndall....... .Citizens National Bank consolidated 
Elberton.... .Elbert County Bank merged with Bank with First National Bank. 
of Elberton. Tennessee........ Murfreesboro. ..Citizens Bank and Trust Company in 
Nicholls......... Farmers Bank closed. hands of Receiver. 
Tallapoosa.......Farmers and Merchants Bank closed. ‘(re Dodge.... Guaranty State Bank closed. 
idaho........... Hailey . Blaine County National Bank resumed Ennis........ Ennis National Bank succeeded by 
business. First National Bank. 
Indiana..........Evansville....... City National Bank succeeded by Gary......... First State Bank liquidating. 
: National City Bank. Goiden. . Golden State Bank succeeded by Guar- 
Membership of Peoples National Bank anty State Bank. 
transferred to Peoples Savings Bank. Novice........ Novice State Bank resumed business. 
Cherokee........ Security National Bank closed. Ranger. ....... Farmers and Merchants State Bank 
Curlew... Citizens Savings Bank closed. closed. 
Swaledale........Swaledale Savings Bank closed. Wylie.......... First National Bank taken over by 
Oskaloosa........ Oskaloosa Savings Bank absorbed by First State Bank. 
Mahaska County State Bank. Utah............Delta............First National Bank consolidated with 
Louisiana........ Simsboro........ Bank of Simsboro resumed business. State 
Maryland........ Elkton.......... Second National Bank in liquidation. ines Bonk 
Banki D t Salt Lake City National City Bank in hands of receiver. 
Virginia.... ... Sugar Grove. . Bank of Sugar Grove closed. 
Mississippi....... Bay St. Louis....Merchants Bank succeeded by Mer- Washington Connell Farmers State Bank, Hatton, consoli- 
chants Bank & Trust Company. : _— dated with State Bank of Connell 
Gloster..........Gloster Bank and Trust Company Wapato 
Sunflower.... .State Bank of Sunflower liquidating. Wvoming. . Kaveee..... iver Sts 
Missouri.........El Dorado Springs. Bank of Tiffin merged with Bank of El 
Dorado Springs. Sundance........Citizens Bank consolidated with Sun- 
Montana........Fingham..:.... Hingham State Bank closed. dance State Bank. 
Nebraska........ Omaha........... Stull Bros. Bankers consolidated with Upton. .......Citizens State Bank closed. 
Omaha Trust Company. Hawaii Honokaa. . . Peoples Bank in hands of Receiver 
New Members from February 26 to March 25, 1922, Inclusive 
Arizona Connecticut itnnsas 
Farmers State Bank, Scottisdale 91-139. Winthrop Trust Co., New London 51-137. Pioneer Trust Co., Eureka 83-1316. 
Arkansas Pawcatuck Bank & Trust Co., P. O. Wes- Farmers State Bank, Abilene I’. 0., Hoi- 
Bank of Weiner, Weiner 81-456 terly, R. L., Paweatueck 51-313. land 83-874. 
florace State Bank, Horace 83-1399. 
California Florida Miller State Bank, Miller 83-1172. 
7 State Bank of Burbank, Burbank 90-966. Atlantic Bank & Trust Co., Daytona Farmers State Bank, Neosho Falls 8&3- 
Farmers & Merchants State Bank, Chino Beach 63-364. 218. ; 
90-974. Bank of Sulphur Springs, Tampa LP. 0O., Grant County State Bank. Ulysses 83-964. 
Colma State Bank, Colma 90-930. Sulphur Springs 63-356. Kentucky 
Bank of Covelo, Covelo 90-927. G ri 
Bank of Dixon, Dixon 90-514. seeiiaieaias First National Bank, Columbia 73-310. 


Baldwin Bank, Baldwin 84-145. 
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Los Angeles 16-20. 4 
Citizens Trust & Savings Bank, Larch. '4aho Evangeline Bank & ‘Trust Co., Pine 
mont Boulevard Branch, Los Angeles State Bank of Worley, Worley 92-247. Prairie 84-339. 
16-14. _ Rank of Commerce, St. Francisville 84- 
Citizens Trust & Savings Bank, Vermont- Minois . 309. 
Vernon Ave. Branch, Los Angeles 16-14. Boulevard Bridge Bank, Chicago 2-239. ‘tiatiice 
Citizens Trust & Savings Bank, Washing- Indi 
ton-Arlington Branch, Los Angeles Se State Trust Co., Augusta 52-61. 
16-14. Lawrence State Bank, Lawrence 71-1037. Merrill Trust Co., Jonesport 52-243. 
Los Angeles Trust & Savings Bank, Cen- South Bend State Bank, South Bend 71- North Berwick National Bank, North Ber- 
geles 16-54. ashington State Bank, South Bend 71- . 
Montebello Savings Bank, Montebello 1190, 
90-747. Knox Bank & Trust Co., Vincennes 71-158. Havre de Grace Banking & Trust Co., 
bowen Giyndon Bank. Glyndon 65-277 
Renta Savings Bank Citizens National Bank, Charles City 72- Provident Staie Bank, Preston 65-193. 
Colorado Citizens Bank, Henderson 72-1136. Massachusetts 
South Denver Bank, Denver 23-87. Iowa a Bank Ottumwa 71-70. Merrimack River Savings Bank, Lowell 
4 Producers Exchange State Bank, Pali- ak Side Savings Bank, Sioux City 53-39. 
sades 82-444, 41-7 Waverly Trust Co., Waverly 53-629. 
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Confidence 
in the Name 


Mo than 75% of the 

banks in this country 
have selected vault locks 
and safe deposit locks ex- 
actly as their clients have 
selected the bank. 


A bank’s name, with its 
traditions and its record, 
establishes confidence in 
the institution. The name 
YALE establishes confi- 
dence in the lock. 


Yale Bank Locks have 
never. failed —and they 
never will. The name YALE 
is sufficient reason. 


Insist upon 
Yale Triple Timelocks 


Yale Side Shaft 
Combination Locks 


Yale Safe Deposit Locks 


Yale Made is Yale Marked 


The Yale & Towne 
Mfg. Co. 
Stamford, Conn., U.S. A. 


“YALE; 


Michigan 


Benton Harbor State Bank, Benton Har- 
bor 74-178. 

Brimley State Bank, Brimley 74-931. 

Burr Oak State Bank, Burr Oak 74-487. 

State: Savings Bank, Detroit 
9-6: 

Empire State Bank, Empire 74-635. 

First National Bank, Lawton 74-1089. 

State Savings Bank, Reese 74-1002. 


Minnesota 


Farmers State Bank, Belview 75-597. 
Buckman State Bank, Pierz P. O. Buck- 
man 75-1338. 
First State Bank, Fergus Falls 75-99. 
Citizens State Bank, Franklin 75-1003. 
American State Bank, Mankato, 75-38. 
Farmers State Bank, Richville 75-914. _ 
— State Bank, Waite Park 75- 


Mississippi 


State Bank & Trust Co., McComb 85-94. 
Merchants & Farmers Bank, Durant 85- 


518. 
Bank of Enid, Enid, 85-453. 
Bank of Mize, Mize 85-348. 


Missouri 


Elmer Exchange Bank, Elmer 80-965. 
om & Merchants Bank, Festus 80- 


Parmérs Bank of Leonard, Leonard 80- 

a & Roecker Banking Co., Oregon 80- 

Southern Missouri Trust Co., Springfield 
80-34. 


Montana 


Miners State Bank, Bearcreek 93-503. 
Farmers State Bank, Pablo 93-465. 


Nebraska 


Security State Bank, Curtis 76-381. 
Bank of Orleans, Orleans 76-271. 
Citizens State Bank, Potter 76-1085. 


New Hampshire 


Exeter Banking Co., Exeter, New Hamp- 
shire 54-98. 


New Jersey 


Peoples National Bank, Keyport 55-339. 

Woodcliff Trust Co., North Bergen 55-522. 

Rahway Trust Company, Rahway 55-252. 

Wilbur Trust Co., Trenton 55-82. 

New ing Title & Trust Co., 
sae en, P. O., West New York 


New Mexico 
Bank of Dedman, Dedman 95-163. 


New York 


Central Bank. Albany 29-53. 

Bank of Washington” Heights, 571 West 
181st St. Branch, New York 1-216. 
Brooklyn Trust Co., Bay Ridge Branch, 

Brooklyn 1.102. 
Queens Bellaire Bank, Jamaica P. O. 
Queens 1-445. 
Liberty National Bank, Syracuse 50-48. 
Farmers National Bank, Theresa 50-873. 
Geo. E. Zartman & Co., Bankers, Water- 
loo 50-478. 


North Carolina 


Bank of Pamlico, Arapahoe 66-638. 
Farmers Bank, Eure 66-567. 

Marine Bank, ‘Morehead City 66-516. 

Bank of Pamlico, Oriental 66-595. 
Cleveland Bank & Trust Co., Shelby 66- 


698. 
— Trust & Savings Co., Spray, 66- 


Ohio 


L. Witt State Bank Co., Bellaire, 56-244. 
Provident Savings Bank & Trust Co., 
Market Branch, Cincinnati, 
Provident Savings Bank & Trust Co., 
Northside Branch, Cincinnati 13-42. 
Provident Savings Bank & Trust Co., 
Price Hill Branch, Cincinnati 13-42. 
Provident Savin Bank & Trust Co., 
Walnut Hills Branch, Cincinnati 13-42. 
Provident Savings Bank Trust Co., 
West End Branch, Cincinnati 138-42. 
Commonwealth Banking & Trust Co., 
Cleveland, 6-91. 
Commonwealth Savings Bank, Columbus 
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Ohio—Continued 
Lexington Savings Bank, Lexington 56 
), 


Bank of Manchester, Manchester 56-621. 

Farmers Savings & Trust Co., Mansfiel 
56-152, 

Marblehead Bank Co., Marblehead 56- 
1037 

Citizens National Bank, Middleport 56 
046. 


Pennsylvania 

Bethlehem Trust Co., Bethlehem 60-407. 

First National Bank, Frackville 60-1162. 

First National Bank, Garrett, 60-1169. 

First National Bank, Millerstown 60-1252. 

Steel City Banking Co., Pittsburgh 8- 126, 

Schuylkill Haven Trust Co., Schuylkill 
Haven 60-737. 

Citizens National Bank, Shenandoah 60 
228. 


Stroudsburg National Bank, Stroudsburg 
60-747. 


South Carolina 


Farmers Bank of Abbeville County, Abbe- 
ville 67-130. 

Fort Hill Bank, Clemson College 67-529. 

Bank of Estill, Estill 67-311. 

Bank of Greenwood, Greenwood 67-84. 

= & Planters Bank, Hartsville 
7-564. 

Bank of Hickory Grove, Hickory Grove 
67-319. 

Wee Nee Bank, Kingstree 67-222. 

Liberty Bank, ‘Liberty 67-240. 

Bank of Lydia, Lydia 67-435. 

Peoples Bank, Swanséa 67-544. 

South Dakota 


Bank of Aurora, Aurora 78-501. 

Guaranty State Bank, Eureka 78-166. 

Lebanon State Bank, Lebanon 78-351. 

State Bank of Oelrichs, Oelrichs 78-591. 

State Bank of Waverly, Waverly 78-677. 
Tennessee 


Peoples Bank, Friendsville 87-381. 


Texas 
Guaranty State Bank, Athens 88-387. 
San Jacinto Trust Co., Houston 35-71. 
First National Bank, Kemp 88-543. 
First National Bank, Livingston 88-545. 
First State Bank, Melvin 88-1713. 
— & Merch. Nat. Bank, Nocona 88- 
First State Bank, Otto 88-1215. 
Guaranty State Bank, Temple 88-60. 
First National Bank, Tom Bean 88-1324 

Virginia 
Sylvatus Bank, Sylvatus 68-570. 
Southside Bank, ‘appahannock 68-438. 

Wisconsin 


First National Bank, Fennimore 79-342. 

South Side State Bank, Green Bay 79-989. 

State Bank of Suamico, Suamico 79-1027. 

Valders State Bank, Valders 79-702. 
Wyoming 

~— Trust & Savings Bank Casper 99- 


Bank of Shawnee, Shawnee 99-160. 


Alaska 
First National Bank, Anchorage. 
Salmon River Banking Co., Hyder. 
Hawaii 
Chinese-American Bank, Honolulu. 


Howard I. Shepherd of New York has 
been elected a vice-president of The 
Guardian Savings and Trust Company of 
Cleveland. 

Since November, 1919, Mr. Shepherd 
has been on the executive staff of the 
J. N. Willys’ companies in New York 
and in this work he was in contact with 
bankers throughout the East and Middle 
West. 

Before going to New York he was for 
six years executive. vice-president of the 
Ohio Savings Bank and Trust Co. of 
Toledo and at the time of his resigna- 
tion he was chairman of the Toledo Clear- 
ing House Association. 
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